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Islamic Banking in India: Challenges and Opportunities 
Abstract 
Banking is an important financial institution in the present global economic system. 
Despite touching each and every part of our lives, conventional banks have still been 
viewed solely as financial institutions, which should concern themselves with only 
financial matters. Ethics and morality has not entered the equation. Interest which is the 
backbone of the conventional banking systemis not allowed in four major religions of the 
world Judaism, Christianity, Hinduism, and Islam: This need is fulfilled by the evolution 
of Islamic banking or participatory banking 1r interest free banking. 
Islamic banking: Islamic ban i. g is based on the twin principles of Islamic law (Sharia'h) 
and Islamic economics. It permits transactii ns on the basis of sharing of profit and loss; 
and prohibits the collection of interest. Contrary to the popular belief, Islamic banking is 
not just for Muslims. Currently Islamic banking is present is more than 75 countries 
worldwide. Globally, Islamic banking assetsI reached $1.8 trillion ([NR 110 trillion) in 2013 
and are said to be growing twice as fast as conventional banking assets. 
Egypt is viewed as the pioneer of modem Islamic banking. The pioneering effort, led by 
Ahmad Elnaggar, took the form of a savings bank based on profit-sharing in the Egyptian 
town of Mit Ghamr in 1963. Islamic banks are neither charity institutions nor some 
religious organization they are the profit making organization doing same work as done by 
the traditional interest based banks but with according to the Sharia'h. This is because Islam 
forbids lending or borrowing of money at a pre-determined rate (interest or riba). The 
approaches of Islamic banking are distinctly different from the ones of conventional banks. 
Islamic rules on transactions (known as Fi4h  al-Muamalat) have been created to avoid this 
problem. The basic technique to avoid the prohibition is the sharing of profit and loss, via 
terms such as profit sharing Mudharabah), safekeeping (Wadiah), joint venture 
(Musharakah), cost plus (Murabahah), bonds and leasing (Ijara), insurance (Takaful). 
Islamic banking In India: In India the development of Sharia'h compliant financial 
institutions had started well before the establishment of a few most prominent Islamic 
financial institutions the worldwide. But due to certain legal and other hurdles, these 
institutions could not grow beyond a certain limit and those which grew could not sustain 
themselves at that level for a longer time. Since the inception of modem Islamic banking, 
there have been several attempts to establish a Sharia'h compliant banking sector in India, 
however, financial legislation and regulations have reservations with respect to setting up 
Islamic banks in India. In the last few years, the discussions on the need and advisability 
for changes and amendments of existing legal framework are raised, and especially 
regarding the Banking Regulation Act 1949. 
In considering the merit of Islamic banking in the context of India, one need to consider its 
demographics. The current Muslim population in India is over 180 million representing 
about 14% of the total population according to 2011 census. India is now one of the largest 
Muslim population in the world. It is surprising to note that one of the world's fastest 
growing economies has little or no facilities for its Muslim population to invest their money 
in a Sharia-compliant manner. Despite this demographic standing, Indian Muslims are 
mostly financially marginalized and excluded not just due to the unavailability of non-
interest banking, but because a majority of them are poor, and hence, lack the requisite 
credit worthiness to engage in the modem financial and economic activities. 
There are several individuals, groups, organizations, committees which are working on the 
roadmap. to the introduction of Islamic Banking in India. Generally, their main focus is on 
legal and regulatory aspects of Islamic banking in India. AIthough there are many other 
areas which need to be focused on. So, there is a need to find out the major determinants 
for the introduction of Islamic banking in India and to prioritize these determinants. 
Many national and International banks are interested in introducing Islamic banking 
services to Indian customers but they are still left with the following questions unanswered: 
what is the potential of Islamic banking for the Indian economy? What is the level of 
awareness of Indians about Islamic banking? What is the attitude of Muslims and non-
Muslims towards Islamic banking in India? A study is required to find out and analyze the 
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attitude of Indian consumers towards Islamic Banking and their perception about the 
services of Islamic banking in India. An empirical study into consumers' perception and 
willingness to accept Islamic banking would give the required insight into structuring of 
Islamic banking services, whether such services can be introduced without any changes,, as 
has been in the Middle East and other countries thus-far, and the viability of new players 
coming up with innovative Islamic banking products and services. 
Literature Review in Brief: Interest-free banking seems to be a very recent origin. But 
actually it is much older than the modem concept of interest based banking. Interest free 
loans were practiced pre-Islam among Jews and Christians, and later advocated by 
socialists and economists. The Old Testament, in Deuteronomy, teaches interest free loans 
to the poor (Stein, 1956) and the Judeo-Christian thought views loans with interest as doing 
little for the economic brotherhood (Maloney, 1971). Indeed, not only Islam, but also 
Judaism and Christianity ask their followers to shun usury to avoid hell fire (Homer, 1977). 
The better performance of the Islamic banks in the dual banking system countries (i.e., 
Islamic banks working side by side with predominantly modem banking and financial 
institutions) calls for an explanation. It seems as though the need to compete with the 
conventional banks in attracting depositors' money, forces the Islamic banks to essentially 
follow the practices of conventional banks under Islamic garb and try to manage their 
portfolios more carefully so that their customers and investors do not get disillusioned 
(Kuran 1995). At the outset, it must be clear that Islam as a comprehensive way of life has 
its own broad and flexible economic principles which permit Muslims to construct their 
ideal economy irrespective of time and place (Siddiqi, 1970). Islamic banking is based 
upon the principle that the use of Riba (interest) is prohibited. This prohibition is based 
upon Sharia'h ruling. Since Muslims cannot receive or pay interest, they are unable to 
conduct business with conventional banks (Gerrard and Cunningham, 1997). 
The Islamic finance industry has moved beyond borders and religion. Outside the key 
Muslim countries, there's been significant growth of this industry in the United Kingdom, 
Australia, Hong Kong, Korea, and United States. Since the first Islamic bank, Dubai 
Islamic Bank, was established inl 975, global finance institutions such as Citigroup, HSBC 
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and Standard Chartered have formed affiliates devoted to Islamic finance. Islamic financial 
services are currently very popular among the non-Muslims in different parts of the world 
(Knight, 2007). Unlike conventional banking, Islamic banking runs under the principles of 
partnership, mutual solidarity and reciprocal social development (Dusuki and Abdullah, 
2007; Ahmed, 2000, Ali & Sarker, 1996). By analyzing the status of Islamic banking in 
different Muslim minority countries that these countries have adapted their legal, 
regulatory and taxation issues to accommodate Islamic banking system. All these all 
measures are not to please minority Muslim communities in their respective countries but 
to get the benefit of fastest growing Islamic banking and financial system. 
Attitude towards Islamic Banking: A substantial literature on individual consumers' 
attitudes towards conventional banking and services is already in place, especially 
concerning bank selection criteria (or patronage) and customer satisfaction. Moreover, 
most of this work is focused on banking. However there are few studies on individual 
consumers' attitudes towards Islamic banks. 
Customer's perception has become an enduring research agenda in banking (Holliday, 
1996). As Prophet Muhammad (PBUH) said that Muslims must accomplish anything in 
the most scientific and artistic way (Othman & Owen, 2001), it is vital to consider quality 
aspects to enhance customer management in Islamic banking. Erol and El-Bdour (1989) is 
considered to be the first study of individual consumers' attitudes towards Islamic banking. 
A self-administered questionnaire was used to ascertain the attitudes, behavior and 
patronage factors of bank customers (both Islamic and conventional). The study found that 
bank customers (at least in Jordan) were generally aware of Islamic banks and their 
methods. Later, Omer (1992) surveyed 300 Muslims in the UK on their patronage factors 
and awareness of Islamic financing methods. At the time, Sharia'h-compliant products and 
services were primarily available through Islamic finance "windows" at conventional 
banks. The main finding was that a high level of ignorance prevailed among, Muslims in 
the UK concerning Islamic finance principles. This is generally consistent with findings 
elsewhere in the literature that Muslims living in a notionally Muslim country have a 
greater awareness and knowledge of Islamic banking than immigrant Muslims. Although 
UK Muslims were largely ill informed about Islamic methods of finance, religious 
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motivation comprised the most significant factor in their strong preference for Islamic 
banking services. 
Metwally (1996) also used factor analysis to study the attitudes of Muslims in three Arabic 
dual-banking systems (Kuwait, Saudi Arabia and Egypt) towards Islamic banking. The 
results indicated that Islamic banks did not significantly differ from conventional banks in 
the benefits and costs of bank products and services and that Islamic banks equaled 
conventional bank in terms of staff competency and speed of the services. On this basis, 
and similarly to Omer (1992), it was concluded that religion was the primary factor in the 
choice of an Islamic banking institution. In Egypt, Hegazy (1995) compared the 
demographic profiles of four hundred customers of two banks: the Faisal Islamic Bank and 
the (conventional) Bank of Commerce and Development. The results showed that 98.8 
percent of the Islamic bank's customers were Muslims married with children, while 32.4 
percent of the conventional bank's customers were Christians and 54.3 percent were 
Muslims. This suggested that the choice of an Islamic bank is based, in part, on a religious 
motivation. 
In Singapore, Gerrard and Cunningham (1997) also considered attitudes towards Islamic 
banking, though in the context of a banking system where no Islamic banks were yet 
present. While the survey results showed, as expected, that non-Muslims were completely 
unaware of Islamic methods of finance, Muslims fared little better. Once again, fast and 
efficient service and confidentiality were the primary motivations for bank selection as in 
Haron et al. (1994) study of Malaysian bank customers. MetwalIy (2002) considered the 
role of socioeconomic and demographic characteristics in the process of bank selection in 
Qatar. Two studies on the perceptions and understanding of Islamic finance deserve special 
note. In the first, Bley and Kuehn (2004) surveyed business students' knowledge of 
financial aspects of Islamic and conventional banks in the United Arab Emirates (Sharjah). 
A finding was that while. Arabic Muslims displayed a high level of knowledge of Islamic 
financial terms and concepts, non-Arabic Muslims students had a higher level of 
knowledge of conventional banking. Study found that most students' banking knowledge 
was generally at a low level. Satisfaction on Islamic banking differs largely among 
different customer groups i.e. corporate customers, students etc. Recently a study by 
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Akhtar and Akhter (2011) is about the differences in the perception of university employees 
about Islamic banking in India. Differences were found in the level of awareness about 
Islamic banking as an alternative to conventional banking. 
Research Gap: Islamic banking is growing at a steady pace but, it is not free from issues, 
problems, and challenges. Numerous studies have been performed since the inception of 
the modem Islamic banking and finance. Conceptual issues underlying interest free 
financing (Ahmad 1981, Karsen 1982) have been the prime focus of these previous studies 
on Islamic banks. There is extensive coverage in the existing literature on the issues of 
viability of Islamic banks and ability to mobilize saving, pool risk and facilitate 
transactions. Adequate work is done by the Indian authors in the field of Islamic banking 
and finance. In Indian context most of the studies focus on the concept of Islamic banking, 
its feasibility and effect of different factors on Islamic banking. There is a lack of researches 
on the main determinants of Islamic banking in India. 
There are a number of studies on determinants of commercial banking in India and abroad, 
but only a handful of studies look specifically at the Islamic banking sector. Previous 
studies in this area were mainly catered to service quality, customer satisfaction with 
Islamic financial services, behavior of customers and their perception regarding existing 
services and policies of Islamic banks, knowledge of Islamic banking in Singapore, Jordan, 
U.K., Pakistan, Malaysia, Kuwait, Iran, Indonesia, etc. Ample literature is available for the 
concept of Islamic baking, its practicality, models and its operations. Existing studies have 
focused on their respective countries or region. As a result, there is a lack of holistic view 
on Islamic banking in Indian context. Also, there is a lack of study to gauge the prospective 
customer's attitude towards Islamic banking in India. An important question that remains 
to be answered is what would be the ultimate fate of Islamic banks, if they are introduced 
in India. Thus, the factors that affect the introduction and operations of Islamic Banking in 
India need due consideration. 
Objectives of the Study 
> To identify and rank the determinants of Islamic Banking in India. 
A To find out the interaction among the identified determinants of Islamic banking in 
India. 
> To develop an instrument for the measurement of attitude of consumers towards 
Islamic banking in India. 
To explore the differences in the attitude of respondents across demographic variables. 
To come up with suggestions for the potential marketers of Islamic banking in India. 
Methodology Adopted for this study 
For the sake of gaining clarity on the subject the study has been has been divided into in 
following two parts. 
a) Qualitative Study to fmd the Determinants of Islamic Banking in India 
These determinants (i.e. barriers and enablers) not only affect the implementation process 
of Islamic Banking in India but also influence one another. Therefore, it is important to 
understand their nature and their mutual relationships. This part of the study utilizes the 
Interpretive Structural Modelling (ISM) technique to understand the mutual influences 
among the determinants of Islamic banking in India are identified. 
In this part of research, through ISM methodology, an attempted has been made to: 
• Prepare the ISM-based models of important determinants impacting the 
introduction and operation of Islamic banking in India for establishing the 
relationship among these elements. 
• Ascertain the driving power and dependence of different determinants for their 
respective categorization and implications in introduction and operation of Islamic 
banking in India. 
After a review of existing literature, personal interviews of the subject experts were 
conducted by the researcher through personal visit. Wherever personal visits were not 
possible interviews were conducted through e-mail or telephone. A mix of judgmental and 
snowball sampling was used for choosing experts. 
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b) Empirical study to gauge the attitude towards Islamic Banking of Indian 
Consumers 
Since consumers are going to use Islamic banking services and invest their money into 
Islamic banks. Therefore, an empirical study into consumer's attitude and willingness with 
respect to Islamic banking is a prerequisite for marketing related activities. 
Consumer's attitude towards Islamic Banking was assessed using a questionnaire 
developed by researcher for the study. Following a pilot study of 40 respondents, some 
modifications to the items were made to adequately capture the concepts in the Indian 
context. Of the total 1600 questionnaires administered, only 884 questionnaires were 
returned by the respondents. Due to incomplete and illegible responses, only 756 
questionnaires were found suitable for analysis purpose which amounts to an effective 
response rate of 47.25% which was considered satisfactory (Comrey & Lee, 1992 and 
Tabachnich et al., 2012). 
It was found that the overall reliability of the scale is quite high as the value of Cronbach's 
alpha is 0.907, which is an indication of high reliability. Next, dimension wise Cronbach's 
alpha is calculated which indicates that almost all dimensions have Cronbach's alpha more 
than 0.6. 
Table 1 Reliability Comparisons (Cronbach's aloha) 
Factors Cronbach's alpha 
Ideology .820 
Awareness about Features .863 
Knowledge about Benefits .794 
Prospects in India .795 
Confirmatory factor analysis (CFA) was used to examine the reliability and validity, 
whether the measures of a construct were consistent with the researcher's understanding of 
the nature of that construct (or factor). The measurement model included 22 items 
describing four latent constructs: Ideology, awareness about Features, knowledge about 
Benefits and Prospects, of Islamic banking India. 
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Hypotheses Based on Demographics 
1. HoRA: Significant differences do not exist in consumer's attitude towards Islamic 
banking with respect to their religion. 
Similarly, four sub hypotheses were also developed with respect to Ideology towards 
Islamic banking, awareness about features of Islamic banking, knowledge about benefits 
of Islamic banking and prospects of Islamic Banking in India which are the four dimensions 
of consumer's attitude towards Islamic banking. 
On similar pattern six more hypotheses were developed to test significant differences in 
consumer attitude towards Islamic banking across gender, age, occupation, education, 
income and place of residence. 
For analyzing the data generated through questionnaire survey, mainly ANOVA procedure 
is used. However to be sure of the results of ANOVA, independent sample t test is also 
performed on the data. 
Data Analysis and Interpretation 
Part I.,  ISMAnalysis 
The relationship among various determinants of Islamic banking is analyzed. Further, the 
determinants are categorized as driving and dependent determinants through ISM 
technique. After a review of literature on Islamic Banking and the opinion of experts, both 
from academia and industry, 12 important determinants of Islamic Banking have been 
identified are: 
i. Developments in the Global Economy 
ii. Political and Social Factors 
iii. Legal and Regulatory Factors 
iv. Ideology 
v. Mind-set of Regulator 
vi. Needs and Benefits 
vii. Nomenclature 
viii. Sharia'h Certification 
ix, Modification 
x. Manpower 
xi. Marketing 
xii. Financial Inclusion 
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A hypothetical model was initially developed with help of experts from the study, 
determinants were arranged in the order from bottom to top in order of one leading to the 
next level of determinants. Determinants with equal weightage were placed at the same 
level. From the model developed with the identified determinants in this research, it is clear 
that the most important determinant influencing the introduction of Islamic banking in 
India is the Ideology of the people concerned including policy makers, regulators, 
politicians and even consumers. Some of the important findings emerging from the ISM 
model are discussed below: 
• Ideology has been found as the most important independent determinant. Other 
independent determinants are Developments in global economy, Social and political 
factors, Legal & regulatory factors and Needs & benefits. All of them have a high driving 
power but low dependency. 
• Financial inclusion, human resource requirements, mindset of the regulator, Sharia'h 
certification, modifications and marketing are dependent determinants which are weak 
drivers but strongly depend on other determinants. So, the marketers should carefully 
monitor effects on these determinants to judge the effectiveness of Islamic banking. 
• Nomenclature is the only determinant placed as a linkage determinant. It has a strong 
driving power as well as high dependence. This is the one, which is influenced by the 
lower-level determinants and in turn exerts influence on other determinants in the model. 
Part 2: Analysis of the questionnaire based survey data 
Frequency distribution containing data about gender, age group, occupation, highest 
qualification, religion, monthly income and city of residence were calculated for all the 
respondents. The respondents were predominantly male (72.60%). Majority of respondents 
were between 25 to 35 years of age (40.60%) followed by respondents of age group 36 to 
50 years (33.33%). Nearly 19% respondents are below 25 years and 7% are above 50 years 
of age. 
Nearly half of the respondents (48%) are employed in private sector organizations while 
23% either self-employed or doing business. Majority of the respondents are either 
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graduates/post graduates (38.5%) or have some professional qualification (33%) while 
7.5% are holding a doctorate degree. A small no of respondents (2.5%) are having religious 
education. Respondents are only from four religions. Majority of the respondents are 
Muslims (64%) followed by Hindus (18.65%), Sikhs (13.35%) and Christians (3.57%). 
Most of the respondents are from middle income bracket as 34.78% of respondents are of 
monthly income below 25k, 47.35% are of between 25 k to 50k, 12.83% are between 50k 
to 75k and only 6.35% are above 75k. 6.35% of respondents are NRI and rests are living 
in different classes of cities. 10.84% respondents are from metros 56.34% are from class 
A cities and 26.45% are from other class of cities. 
Religion is supposed to be an important demographic variable in Islamic Banking. 
Surprisingly Muslims have acquired highest mean value only for two dimensions Ideology 
of Islamic Banking (3.84) and Benefits (3.74). It has been found that there is a significant 
variation of attitude towards Islamic banking with respect to religion of the consumer. 
Unlike common thinking mean values acquired by Muslims are not very high as compared 
to the consumers of the other religion. Muslim had acquired higher mean value only for 
the dimension ideology and knowledge about benefits of Islamic banking. 
For the dimension knowledge about features of Islamic banking Hindus have acquired 
highest mean value while for the dimension prospects of Islamic banking in India 
Christians have acquired the highest mean value. It has been observed that in comparison 
to their non-Muslim counter-parts; Muslim respondents have obtained slightly higher mean 
values in almost all the dimensions of attitude towards Islamic banking. In order to probe 
deeper into the findings, the mean values are also tabulated across different demographic 
characteristics considered for the study. Across demographic characteristics almost a 
similar trend has been noticed i.e. Muslims have obtained high mean values as compared 
to the non-Muslims. 
Surprisingly, the non-Muslim respondents with a Ph. D. / M. Phil degree, having income 
below INR 25 thousand a month, doing private service and other business, in the age 
bracket of below 35 years and are living in Class A cities have shown higher mean values 
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on account of the Ideology of Islamic Banking than Muslims in the respective demographic 
brackets. 
For Prospects of Islamic banking in India mean value acquired by the non-Muslims are 
much higher than that of Muslims in most of the demographic brackets. On the whole, it 
may be inferred that education, experience and exposure to new ideas broadens the 
perspective of people which makes them appreciate and accept the good things offered by 
other religions. It appears that the educated non-Muslim respondents view Islamic banking 
as an interest free banking system based on ethics, risk sharing with an in built mechanism 
to control the exploitation of the masses. It may be safely concluded that very much like 
the Muslims, the non-Muslims too are anxiously waiting the introduction of interest free 
banking in India. 
Although Males have acquired higher mean value towards Ideology of Islamic Banking 
than females but females have acquired higher mean values in the remaining three 
dimensions of attitude towards Islamic Banking in India. This shows that females have 
more positive attitude towards Islamic banking. 
It has been found that occupation of the respondents effect significantly the attitude of the 
consumers. This may be because of the reason that consumers in different occupation 
interact with different type of people and have different work culture. It has been found 
that government job holders, have acquired less mean value in the dimensions Ideology, 
awareness about features and knowledge about benefits of Islamic banking, as compared 
to the private job holders, self-employed and others, but they acquired higher values more 
sure about the prospects of Islamic banking in India. 
The present study shows that educationally more qualified consumers have more positive 
attitude towards Islamic banking. They have scored highest mean value in all dimensions 
of attitude except the dimension prospects of Islamic banking in India. 
Although they have acquired a very high value for prospects of Islamic banking too. As 
their exposure to global system and their awareness about the recent developments in 
financial market is more than that of those who are comparatively less educated. 
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Unexpectedly consumers with Islamic religious education from madarsa have acquired 
highest mean value only for the dimension prospects of Islamic banking, this shows that 
there awareness level about the Islamic banking system is low. This may be because of the 
reason that in Indian madarsa education system exposure to other field is very low. Below 
graduates and graduate/post graduate consumers have shown almost similar attitude. While 
those with professional degrees have moderate attitude towards Islamic banking. 
Respondents with professional qualification and those having M. PhillIPh.D., have shown 
a slightly higher positive attitude than those who are with graduate/post graduate degree or 
below. 
Results shows that consumers who have more income, have more positive attitude towards 
Islamic banking as compared to the other income groups. Next in positive attitude are 
people from lower income group as the mean value acquired by- these groups is just less 
than consumers of higher income group but much higher than that of middle income group 
consumers. Consumers from the upper middle income group (50K to 75K) have shown the 
least positive attitude towards Islamic banking. 
Variation in the mean values of four dimensions of attitude towards Islamic banking in 
India with city of residence is shown in NRI respondents with acquired highest mean value 
for all four dimensions of attitude. While respondents from metro cities shows the lowest 
mean values. Among those consumers who are living in India consumers from class A 
cities has acquired the highest mean values for all four dimensions of attitude except 
prospects of Islamic banking in India, followed by metro cities and other cities. Other cities 
have acquired the highest mean value among consumer's living in India only for dimension 
prospects of Islamic banking in India. 
Summary of the Hypotheses Testing 
All seven null hypotheses had been tested for the significance and the results of the 
hypotheses testing found that six out the seven main hypotheses of the study are not 
supported. Which shows that consumer's attitude towards Islamic Banking varies 
significantly with respect to all chosen demographic variables except gender. 
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Marketers needs to focus on demographic characteristics like religion, age, income, 
occupation, education and present city of residence of the consumers when designing 
products and developing strategy for Islamic banking in India. 
Table 2 Summary of Hypotheses Testing Results Based on attitude towards Islamic banking 
with re_cnect to dimnnaranhir vnrinhiac 
S. No. Hypothesis Result 
Significant differences do not exist in consumer's 
HORA attitude towards Islamic banking with respect to their Not Supported 
religion. 
Significant differences do not exist in consumer's 
HoGA attitude towards Islamic banking with respect to their Partially 
gender. 
Supported 
Significant differences do not exist in consumer's 
HoAGA attitude towards Islamic banking with respect to their Not Supported 
age group. 
Significant differences do not exist in consumer's 
HoOA attitude towards Islamic banking with respect to their Not Supported 
occupation. 
Significant differences do not exist in consumer's 
HoEA attitude towards Islamic banking with respect to their Not Supported 
educational qualification 
Significant differences do not exist in consumer's 
HoINA attitude towards Islamic banking with respect to their Not Supported 
monthly income. 
Significant differences do not exist in consumer's 
HoRA attitude towards Islamic banking with respect to their Not Supported 
city of residence. 
Findings Related to Patronizing Islamic Banking in Various Hypothetical Situations 
Since there is no Islamic bank in India the respondents were requested to give their 
immediate reaction to a few hypothetical scenariolsituation posed before them. This was 
done primarily with the intention to gauge their reaction to the possible introduction of 
Islamic banking in India. Their responses is summarized in the following section. An 
attempt has also been made to see whether there is any difference in the responses of 
Muslims and non-Muslims, 
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When the respondents were asked about their reaction, to the opening of Islamic bank in 
India, 37.78 % Muslims and 15.24% non-Muslims respondents said that they will 
immediately open an account with such type of bank. Expectedly, Muslims have shown 
greater enthusiasm than non-Muslims in opening an account with Islamic bank as there is 
a significant difference in the responses. 
More than half (54%) of the consumers will go for Islamic bank only when it provides 
better profit than the existing conventional banks. So, for growth and sustainability Islamic 
bank need to perform better than conventional banks, failing which, they will not get a 
good number of customers and even they may lose some from their existing customers. 
Less than 3% of consumers responded that they will continue with their existing banks. So 
there is a big size of prospective customer base. 
In case of non-distribution of profit, by any Islamic bank, there is a significant difference 
in the responses of Muslims and non-Muslims. It has been observed that only 12.03% of 
respondents will immediately transfer their money to fixed return conventional banks. 
Expectedly Muslims as compared to non-Muslims are more attached to Islamic banks 
nearly 56% of Muslims were remain depositors in Islamic bank whereas only 30% non-
Muslim depositors are likely to keep their money in Islamic banks. 
When asked about the main reason which motivates the people to deposit money in an 
Islamic bank. There is a significant differences in the responses of Muslims and non-
Muslims as shown in table 4.80. Only 15% respondents put religion as sole reason whereas 
a majority of 53% ranked religious and profitability reasons combined as the main reason 
which motivates them to deposit their money in an Islamic bank. For non-Muslims a 
majority of 46.10% has put profitability reason as the main reason. For Muslims, Islamic 
Banking is a matter of faith as well as business but for non-Muslims it is purely business 
so their reason for patronage and acceptability of Islamic banking are different from those 
of Muslims. Here has been attempt to measure the minimum acceptable profit on deposits 
and maximum acceptable margin' for patronizing an Islamic bank. 
I Extra mark up money given to banks 
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There is no significance difference in the responses of Muslims and non-Muslims for the 
minimum expected profit for patronizing an Islamic bank. Results show that nearly 77% 
of respondents will accept Islamic banking if they will offer equal or more profit than 
conventional bank. It shows that 21.15% of Muslims and 10.41 % of non-Muslim 
consumers will deposit their money in an Islamic bank even if they offer less than 20% less 
profit than conventional bank. 
While this proportion decreases drastically when profit is reduced further. About a quarter 
of consumers (26.59%) consumers will go for Islamic bank if the offer at least equal profit 
offered by existing commercial banks. 40% of the respondents will go for Islamic bank if 
their offering is 20% more than that of commercial banks. 
A whopping 65 % of consumers will go for a loan from an Islamic bank provided rate for 
lending is not more than what is being offered by conventional banks. If lending charges, 
charged by Islamic banks are at least 20% less than what is being offered by the commercial 
banks percentage of consumers opting for it will reach 96%. 
It has been found that when a situation come to patronizing Islamic banking approximately 
only 5% of the consumers will go for Islamic bank even they offer 20% less than offer by 
the commercial banks this no increase with the increase in profit, when profit is at par no 
of consumer increase to 50% and reach near 90% in case of 10% more profit. While in case 
of lending if lending rate is 20% less than that of commercial banks about 96% of 
consumers will go for an Islamic bank, this proportion reduced to about 75% when rate of 
lending by Islamic banks is equal to that are being offered by existing commercial banks. 
Only 22% of Muslim will go for lending from an Islamic bank if their rates are higher than 
commercial banks. So for sustaining in the market Islamic banks need to provide better 
rates or at least equal rates than the rates offered by existing banks to consumers. 
When it was asked to the respondents whether they would recommend Islamic banking to 
others, more than half (55%) of the respondents were in favor of recommending Islamic 
banks to others. This percentage in case of Muslims is slightly greater than that of non-
Muslims. 
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Challenges for Islamic Banking in India: The journey of Islamic banks throughout the 
world has been an interesting one. On one hand, at the time of its introduction in most of 
the countries of the world, it has faced opposition in one form or the other. Some of the 
common problems faced by Islamic banks are resistance to change, issues related to 
acceptability of Islamic banks, opposition from some publics, lack of political will, issues 
related to legal and regulatory framework, etc. Some challenges which are specific to the 
Indian context. Which are mentioned as under: 
• It has been found that the Ideology of Islamic banking is the strongest independent 
determinant which has the maximum influence on the banking system. People from all 
sectors either regulators, policy makers, politicians, social activists, bureaucrats, bankers 
or customers have some preconceived notion, e.g. Islamic banking is for Muslims only, 
banking without interest is not possible, religion and financial matters are two different 
things, etc. Even some people from the Muslim community have expressed their doubts 
and reluctance towards Islamic banking. 
• The findings of the study have highlighted the lack of awareness among the masses 
regarding Islamic banking as one of the obstacle in the way of Islamic banking in India. 
• Among Muslims, criticism has been raised against the banking approach itself. 
Some allege that it is nothing but the changes of nomenclature only, while others question 
its capability to meet all the financial requirements of modern economies. Some go further 
to say that the whole exercise is futile, with the macro level money creation process 
remaining the same, what is being attempted through the so called innovative products is 
nothing but a cosmetic touch given to the existing practice of banking. 
• There is a common thinking that Islamic Banking is only for Muslims, and it is.  
meant to serve some religious purposes only. There are some social groups which are 
regularly propagating against Islamic banking by associating Islamic banking with terrorist 
funding. This is a baseless allegation against Islamic banks. As long as transparency is 
maintained and regular audits are performed under RBI guidelines, Islamic banking will 
remain a viable business activity. 
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- 1 1ESIS 
• In a plural and secular country like India, misunderstanding among the majority 
community needs to be addressed through awareness creation. Islamic banking is only a 
mechanism for financing business without providing debt. It is also to be focused that it is 
based on ethics and Socially Responsible Investment (SRI). It needs to be show cased that 
40% customers in Islamic banks in Malaysia are Chinese non-Muslims and in UK, 20% 
customers of Islamic banks are non-Muslims. Islamic banking is not merely for Muslims 
in terms of an interest-free transaction but it is also a profitable activity for the non-
MusIims. Islamic banking was launched primarily for Muslims but in general it is 
beneficial for all the communities. 
• Some of India's policymakers resist any reforms. They fear that abandoning 
directed lending would raise rural unemployment, arguably the country's biggest social 
challenge. And losing the captive market for government bonds would increase the state's 
borrowing costs. But helping productive firms expand is the best way to reduce poverty, 
increase employment, and boost government revenues for spending on rural welfare. 
• Recommendations of Sinha committee report (2006) is now a big challenge for 
Islamic banking in India. The report is of the view that Islamic banking is not possible in 
India without properly understanding the working of Islamic banks globally. It has pointed 
out that the theory of Zakat fund and Sharia board are against India laws. RBI should re-
examine its stand on interest free banking and government of India should amend the 
regulations to accommodate interest free banking i Windows as per the recommendation 
of Raghuram Rajan Committee Report (2008). 
• At present regulations and tax regimes would make Islamic banking products less 
favorable to customers. Indian banking laws do not explicitly prohibit Islamic banking but 
there are provisions which make Islamic banking an almost unviable option. Banks in India 
are governed under the Banking Regulation Act 1949, Reserve Bank of India Act 1934, 
Negotiable Instruments Act 1881, and the state and central Co-operatives Acts. One of the 
most distinguishable features of these Acts is that they define Banking in such a way that 
Banks can accept deposits from the public only for further lending. A number of sections 
such as section 5 (b) and 5 (c) of the Banking Regulation Act 1949 prohibit banks from 
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investing on profit and loss sharing (PLS) basis. Further, section 8 of the Banking 
Regulation Act 1949 reads, `No banking company shall directly or indirectly deal in 
buying or selling or bartering of goods". No major changes in the regulatory, legal and 
fiscal framework needs to be made only a few amendments are required in tax laws to 
accommodate Islamic banking. 
• Nomenclature is the single linkage determinant which needs to be dealt with care. 
Sometimes obliging one will create distance from the others. Giving an Islamic name does 
not always suggest that it is not acceptable to non-Muslims and strongly valued by 
Muslims. While a giving a general nomenclature to Islamic banking is likely to dilute its 
core Ideology. 
• RBI has shown concern over Sharia'h Advisory Boards in Islamic banks. Sinha 
committee reported that dual regulation is not possible. RBI is taking Sharia'h advisory 
board as a regulatory body while Sharia'h board is not a regulatory body. It is a panel of 
experts which is there just for advisory and certification purpose, 
• There is a lack of adequate human resources in the field of Islamic banking and 
finance. There is an abundant supply of people specializing in the area of economics and 
finance. Also, there is no dearth of scholars in the area of Islamic law. What is found 
missing is the manpower specializing both in economics and Islamic jurisprudence. This 
has resulted in a lack of an interdisciplinary focus. Only a few institutions in India are 
presently offering courses in Islamic banking and finance. 
• Operational problem worth mentioning is the product development and 
modifications according to Indian scenario. Additional efforts are required in product 
handling and administration. 
Opportunities for Islamic Banking in India 
• Islamic banking industry has experienced fast development in the recent decades, 
rising demand and increasing popularity around the world. It is fast emerging as an 
alternative to the interest based conventional banking. In order to match with the pace of 
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the global economy, Indian policy makers can hardly afford to ignore the global potential 
of Islamic banking system. The adoption of Islamic banking is not just offering an 
alternative system of banking to the customers, it is a step in the direction of integrating 
with the world market. 
• The global financial crisis of 2007-09 has acted as a catalyst to redefine financial 
markets in favour of Islamic banking. In many emerging economies, Islamic banking 
institutions are leading the way to provide services to under banked populations previously 
ignored by conventional banks. To Muslim business (and non-Muslim business), Islamic 
banking is a viable alternative for their financial needs. 
• Besides being the world's second most populous country, India is also the world's 
second most populous Muslim country. It is Asia's third largest and one of world's fastest 
growing economies. Its Muslim population is estimated to be between 160-200 million. 
Potential of the Indian Muslims still remains largely untapped and underutilized. It is 
reported that in India, thousands of crores earned in interest is kept in suspended accounts 
as some of the Muslims do not claim it. The assets controlled by Muslims are estimated to 
be $1.5 trillion and growing at 15% a year. In Kerala alone, it is reported that this money 
could be above Rs.40, 000 crores. Research reveals that a handsome bulk of money in India 
owned by the Muslims is lying idle which if invested on a profit sharing basis and utilized 
properly, can have a major impact on the Indian economy2. 
• India has become one a major hub for financial services in South Asia. India has 
two stock exchanges that are among the five largest in the world. Half of Fortune 500 
companies have their presence in India. India needs direct investments, portfolio 
Investments, venture capital investments and investments in infrastructure sector. The 
Investment commission has identified 25 key sectors spanning infrastructure, 
manufacturing, services, natural resources and the knowledge economy. These require an 
aggregate investment of $ 500 billion. An estimated $ 1.5 trillion funds are available for 
investment in the Middle Eastern Islamic countries, largely from higher oil prices. By 2020 
these countries will have will have $ 9 trillion to invest. About $ 800 billion Arab money 
' (Bindu Vasu-Legal Officer) RBI Legal News & Views-Journal Section, Vol. 10 Issue no 2/April-June  2005. 
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has moved from the US and Europe to other regions after 9/11. If government of India 
wants to tap this huge fund then it should make way for Islamic banking and finance in 
India. 
• It has been found that on the whole in comparison to their non-Muslim counter-
parts; Muslim respondents have obtained slightly higher mean values in almost all the 
dimensions of attitude towards Islamic banking. However, the non-Muslim respondents 
who are graduates, post-graduates, M. Phil or Ph.D., are above 35 years of age, are private 
sector employees are and living in class A cities have shown a higher mean value on 
account of the features and benefits of Islamic banking than Muslims in the respective 
demographic bracket. For prospects of Islamic banking in India mean value acquired by 
the non-Muslims are much higher than that of Muslims in most of the demographic 
brackets. These are some of the positive signals in the favour of introduction of Islamic 
banking in India. 
• The present study shows that consumers who are living abroad (NRI) have shown 
a positive attitude towards Islamic banking. Unlike other consumers they are living in the 
city/country where Islamic banking is already operational, so different attitude is shown by 
them in study is quite obvious. Indians working in Middle East and Middle Eastern 
companies flush with petrodollars can also be a good source of financial resources for 
Indian banking institutions offering Islamic banking services. 
• It has been found that in case of an unlike event of non-distribution of profit by an 
Islamic bank only 12.03% of consumers will immediately transfer their money to 
conventional banks. Others will continue their transactions with Islamic bank either 
because of their religious beliefs or expectations of higher profit in subsequent years. 
Expected, Muslims as compared to non-Muslims are more drawn to Islamic banks nearly 
56% of Muslims would remain depositor in Islamic bank because placing a deposit with a 
non-Islamic Bank contravenes Islamic principles, whereas only 30% non-Muslim 
depositors keep their money in Islamic bank. 
• The findings indicate that the a large number of respondents would be receptive to 
the idea of dealing with Islamic banks as long as the organization that is providing the 
21 
service is at par with the existing commercial banks. This is a great opportunity for Indian 
financial institutions. 
• Sachar Committee report of 2006 & Raghuram Rajan committee report of 2008 
highlighted numerous issues involved in Muslims accessing bank credit and the 
discrimination by scheduled commercial banks in facilitating credit and other services in 
Muslim-concentrated areas. The Raghuram Rajan committee has recommended that 
measures should be taken to permit the delivery of interest-free finance on a larger scale, 
including through the banking system it would be possible, through appropriate measures, 
to create a framework for such products without any adverse systemic risk impact. Based 
on the recommendations of this report, the United Progressive Alliance government started 
the Prime Minister's New 15 Point Program for the welfare of minorities, and included the 
target of enhanced credit support to Muslims for economic activities. 
• For the first time government has shown interest in Islamic finance business in 
India. This indicates that Islamic finance is going to grow from its current position. Various 
players in the corporate sector like Tata, Taurus have Iaunched Sharia'h compliant 
products, several state governments are looking at exploring and capitalising on Sharia'h 
compliant financing options. RBI has given permission to first Sharia'h compliant NBFC 
to start its operation in Kerala. 
• Ministry of Minority Affairs is keen to bring its financing arm (National Minority 
Development Finance Corporation) under Sharia'h and they are looking at further 
strengthening of Sharia'h compliance of various Muslim-centred activities that fall under 
the Wakf Act or related to performing Hajj. Looking at the overall developments at private, 
government as well as international levels it can be expected that India is likely to become 
the next big market for Islamic banking services in the world. 
• The Kerala High court in February 2011 dismissed Dr. Subramanian Swamy's 
petition and approved Kerala Government's decision to float Sharia'h based Non-Banking 
Financial Company (NBFC). Kerala high court judgment in favor of Islamic banking is a 
big boost for Islamic banking in India. 
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• A few Islamic MFIs (Micro Finance Institutions) in India have scored the most 
significant notable successes. From the Muslim Funds of Western UP to Toor Bait-ul-Maal 
of Hyderabad, the Bait-un-Nasr of Bombay and Islamic Welfare Society of Bhatkal, they 
have had several successful attempts at relieving the financial burdens of people in need. 
These helping hands have not been confined only to the social & personal sphere but have 
also aided small businesses, agriculturists and persons seeking to defray expenses for 
obtaining overseas employment - all of which have a direct economic impact on the well-
being of those concerned. Success of these MFIs can be taken as the foundation for the 
introduction of Islamic banking in India. 
Conclusions: Determinants of Islamic banking in India have its significance because of 
the fact that Islamic banking in India is emerging as a political and social issue. This is 
primarily due to the fact that Islamic banking is regarded as a religious/charity system in 
the mindsets of the regulators and policy makers. The various levels of determinants, are 
critical for better understanding and bear implications for the successful introduction of 
Islamic banking in India. 
Islamic banking system can be introduced in India by developing factual ideology about 
Islamic Banking and its operational aspects. This can be further facilitated by a 
collaborative relationship with governmental policies and regulations. Proper awareness 
creation about Islamic banking is the primary issue which needs to be focused upon. 
The government of India has recognized the benefits of products and services offered by 
Islamic banking to the large untapped Muslim population. Several initiatives were 
introduced to foster compatibility of the features like nomenclature and requirement of 
Sharia'h certification with Indian financial system. However, these developments are in 
their nascent stage at the moment. 
For the purpose of financial inclusion of Muslims as well as non-Muslims, a marketing 
plan is required by the Islamic banks to offer modified banking products on the principles 
of Islamic banking. The issues of legal and regulatory factors need to be handled with care 
and proper gelling is required between the features of Islamic banking products and current 
financial regulations in India. In order to make Interest-free Islamic banking a reality in 
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India, a multi-dimensional plan of action is required. This action plan should comprise of 
awareness campaign, intervention of regulators, political will, development of 
knowledgeable manpower, financial inclusion and support to the efforts undertaken by 
various individuals and institutions. 	- 
Recommendations 
I. Ideology has been found as the most important driving force for Islamic baking in 
India. It is necessary to educate people about the concept of Islamic banking. Consumers' 
awareness programs and informative seminars should be organized, so that the larger 
audience is made aware of the benefits of Islamic banking products. 
H. Government should make way for the full-fledged operationalization of Islamic 
banking by removing hurdles in the path of Islamic banking in India. It is a banking system 
which is likely to fully sanitize the banking sector and also reduce the socio-economic 
problems bedeviling the sector in India. Islamic banking will also contribute significantly 
to the overall development of the country by introducing micro credit schemes aimed at 
improving different communities, thereby drastically reducing unemployment rates. 
ill. Nomenclature of Islamic banking remains a point of concern for regulators and 
policy makers. A proper Indian name can be given to terminology of Islamic banking 
system. As most of the terms in Islamic banking are derived from Arabic sources, hence in 
a non-Arabic speaking country like India. It may pose difficulty in customers' familiarity 
and recall of products. It may also hinder word-of-mouth publicity by the customers. Name 
should be given according to the secular character of India. Countries like Turkey, U.K. 
had adopted similar kind of names. Names may be like Bhartiya interest free bank, Samajik 
Banking, Social Banking Ethical Banking, Participatory Banking, Moral Banking, etc. 
IV. A large number of consumers has shown readiness to open an account in an Islamic 
bank and they are not going to withdraw their money even if an Islamic bank does not 
distribute any profit for one year. This segment needs to be targeted even before the 
introduction of Islamic banking in India as this segment may help in pressurizing the 
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government to come up with the necessary changes in the legislation for the introduction 
of Islamic banking in India. 
V. Islamic Banking offers an alternative paradigm for millions of needy people 
currently not catered by the conventional banking system. In order to provide access to 
sustainable services offered by Islamic banks on a large scale, it is imperative for the 
industry to adopt innovative and sound practices and prove that these models work. 
VI. Islamic banks have to provide high level of customer services in comparison to the 
services offered by the commercial banks so that customer shifting from conventional to 
Islamic bank maintain the same level of satisfaction. 
VII. Undoubtedly, under the present regulatory framework, Islamic banking is not 
possible in India. It has to be noted that Islamic banking is introduced without substantial 
changes in the financial regulations of other multicultural countries. In a large number of 
countries legislative changes in their banking and taxation law system without using 
religious terms Sharia'h or Islamic in their legislation have been made. 
VIII. Profitability as well as religious principles remain at the heart of people's 
preference for Islamic banks. This indicates that the banks should remain highly dedicated 
to Islamic principles. Introduction of any products/service (particularly the ones that have 
a fixed amount of profit upfront instead of a ratio of profit sharing) that may have 
substantial similarity with the traditional banking products/services should be thoroughly 
explained on the basis on Islamic principles and should be checked for consumers' 
adaption. 
IX. On its own part, government can allow some public sector banks to come out with 
a scheme under which, instead of paying interest to its depositors, it will agree to share 
profits earned out of actual investments in activities like trading in equities, financing 
infrastructural projects and other core business activities. Some filtering may be required 
in these sectors to keep out segments like financial companies, vulgar entertainment, 
tobacco, etc.; but there would still be a huge basket of investment opportunities left. 
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Implications 
• Determinants of Islamic banking in India listed out by this study will help 
researchers in deciding key areas for future research. 
• This study has given four dimensions and instrument for measuring the attitude of 
consumers towards Islamic banking. 
• Ideology has been found as the single most important determinant to focus by the 
supporters of Islamic banking in India. 
• Financial inclusion is found to be at top level of the model which implies that by 
introducing and successfully operating Islamic banks in India, the financially marginalized 
class could be brought into the financial mainstream. 
• The attitude towards Islamic Banking is influenced greatly by educational 
qualification of consumer. The marketers can educate the investors by organizing some 
programs like seminars, and workshops to educate the customers about Islamic banking. 
• Ideology has the highest driving power and lowest dependence; hence it appears at 
the bottom level of ISM hierarchy. Since Islamic banking is routed through lawmakers and 
regulators, marketers should focus on this aspect in developing appropriate strategies so 
that benefits of Islamic banking can be distributed equally among all the stakeholders. 
• ISM model developed in this study explains the hierarchy and interaction among 
the determinants is likely to help marketers of Islamic banking in India in prioritizing their 
marketing related activities. 
• Sharia'h certification, marketing of the products, manpower requirement, and 
modification in existing products are important determinants but need focus at later stages. 
Initially ideological, political, social and global development are the most important ones. 
• The study shows that males and females do not have significantly different attitude 
towards Islamic banking, although females are slightly more inclined towards Islamic 
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banking. The marketers or advisors can focus more on other demographic factors than 
gender of the consumers. 
• It has been found that young consumer are very optimistic about Islamic banking 
in India. This implies that generation Y can be a prospective customer of Islamic banking. 
Marketers should focus on offering different products for different age groups. 
• The present study shows that high income group consumers have a higher positive 
attitude than those with less income. The marketer can tap high income individual by 
offering them customized products. Consumers' segmentation on the basis of income is 
very common for financial products. 
• Consumers from different type of cities have shown different attitude towards 
Islamic banking. Most of the NRI customers are living in countries where Islamic banking 
is operational. Hence they are already aware of working of Islamic banks. There is not 
much attitudinal difference between people living in metros and class A cities with respect 
to Islamic banking. 
• People already have faith in Islamic banking system as the study shows that a 
majority will not with draw their money in case of non-distribution of profit by an Islamic 
bank. This indicates that Islamic banks, can take risk and can invest in long term profit 
making ventures. 
• Muslim customer are ready to pay some premium for dealing with Islamic banking 
system. Maintaining the rates at par with the existing commercial banking system will even 
attract a good number of non-Muslim customers. 
Limitations 
• Limitations of time, funds and willingness of the respondents dictated that the 
sample could not be Iarger than the present one. Although this limits the generalizability 
of results, it is believed that it represents a necessary and economical first step in identifying 
useful concepts and relationships which could be later tested in more elaborate research 
designs and representative samples. 
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• There is a lack of extensive prior research in this field in India. This limitation 
affected the present research as there did not appear to be a strong foundation upon which 
this research could be built. 
• The twelve determinants of Islamic banking were identified on the basis of extant 
literature and experts' opinion. If more literature is searched and a new set of experts is 
interviewed, perhaps more determinants of Islamic banking in India can be identified. 
• The study is limited by the constructs measured. The fact that all surveys were 
applied with the same polarity of the response scales might have also generated or 
strengthened a one-sided response effect. A self-report questionnaire was the primary 
measurement instrument, although every respondent received the same examples as part of 
the instructions for the survey, their imaginary processes may have led to different 
interpretations of the proposed collaborations, possibly creating inconsistent results. 
• There may be a fundamental difference in the manner in which the respondent 
makes a hypothetical decision as compared to an actual decision which one may need to 
take later, when Islamic banking is actually introduced in India. 
Directions for Future Research 
• , 	Further research is recommended in several areas. First, a follow-up study should 
be conducted to confirm the results of the present study. 
• Additional studies could also expand the geographic coverage in data collection 
because residents in other parts of the country may have different opinions and attitude 
with respect to Islamic banking. 
• Aspiring researchers may replicate this study in other countries and culture on 
respondents with varied demographic backgrounds to validate the findings of the present 
study so as to improve the generalizability. 
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Preface 
Islamic banking is fast emerging as an alternative financial system in the world. This 
phenomenon has registered exponential growth in the last two decades i.e.1990-2000 
and 2000-2010. The adverse impact of global financial crisis of 2007-09 on the 
conventional interest based banking and the relative insulation of Islamic financial 
institutions has made it imperative for the financial wizards to explore alternative 
routes to financial welfare. 
India as reported by the World Bank is the second largest growing economy of the 
world. From a total of 1210 million people India is a home to the second largest 
Muslim population (180 million) in the world. Besides looking at the Muslims it is 
equally crucial to understand the attitude of non-Muslim population towards the 
interest free banking in India. The firms desirous of entering into this nascent field in 
India are required to know the aspirations and motivations of both Muslims and non-
Muslims with respect to interest free banking. For a large number of Muslims interest 
free banking may be a matter of adhering to their faith, but for the non-Muslim 
customers it has to address issues like security, risk minimization, profitability, etc. 
Past studies which have been conducted on Islamic banking scenarios in different 
countries have discussed and suggested different models of Islamic banking in 
different parts of the world, Islamic banking operations in different part of the world 
vary depending upon the nature of country, consumer characteristics, size of Muslim 
population, country's financial and political conditions, etc. These factors may 
undergo change with the passage of time. Consumers in an Islamic country may 
behave differently from those in a secular country. 
The present study seeks to revisit the challenges and opportunities for Islamic banking 
in India with a special focus on prospective consumer's attitude towards Islamic 
banking in India. It is sincerely hoped that the findings from this study will be 
insightful both for the researchers as well as for the marketers. 
This thesis is divided into seven chapters. Chapter 1 provides an introduction to the 
topic of study. While emphasizing on the need to study consumer's attitude, it briefly 
touches upon the conceptual frame work of Islamic banking and Indian banking 
sector. The concluding remarks highlight the need for conducting this study in India. 
Chapter 2 deals with the literature review. It highlights some of the past and some of 
the recent researches in the field of Islamic banking, their outcomes and implications 
for marketers. Most importantly, it brings out the most important determinants of 
Islamic banking in India and also the ones which have not received much attention of 
the researchers. Thus, chapter 2 presents a comprehensive review of the contemporary 
literature on Islamic banking, Indian banking environment and consumer's attitude 
for banking services. 
Chapter 3 describes the research methodology of the study and the related sub-
headings pertaining research problem, objectives, hypotheses, instrument 
administered, survey design, method of data collection and the method of analysis 
adopted for the present study. 
Chapter 4 deals with a systematic analysis and interpretation of data. Here an attempt 
is made to infuse some meaning into the numbers generated by statistical analysis and 
thus make the analysis appear reasonable and meaningful. 
Chapter 5 presents a summary of challenges and opportunities for Islamic banking in 
India. 
Chapter 6 proposes conclusion, suggestions and implications, which may prove useful 
in developing suitable strategies for the introduction of Islamic banking in India. 
Chapter 7 gives a brief account of the research limitations and it also contains a 
section suggesting future research directions. 
At the end, References and Appendices are given. Appendix contains the 
questionnaires used for the study in English, Urdu and Hindi. 
October 30, 2013 	 Mohammad Faisal 
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Introduction 
Chapter Overview 
This chapter highlights the importance and growth of Islamic banking worldwide and its 
need in the Indian banking system. It outlines the Indian banking system, concept of 
Islamic banking, its principles, products and the beginning of Islamic banking in India. It 
discusses the rationale behind the present research and gives an overview of the objectives 
of the present study. In the end, the chapter provides an outline of this thesis. 
1.1 Background of the Study 
A bank is an important financial intermediary and an essential institution in the present 
global economic system. According to Oxford English dictionary ) `bank' is a financial 
establishment that uses money deposited by customers for investment, pays it out when 
required, makes loans at interest, and exchanges currency. A modern bank is an institution 
responsible for receiving, collecting, transferring, paying, lending, investing, dealing, 
exchanging and serving money and claim to money both locally and internationally 
(Woelfel, 1994). Banking is no longer limited to support business or commercial duties, it 
also has social obligations towards society for the development of any nation. 
Despite touching each and every part of our lives, conventional banks have still been 
viewed solely as financial institutions, which should concern themselves with only 
financial matters. Ethics and morality has not entered the equation. The financier, after 
securing a strong collateral, normally has no concern how the funds are used by the 
borrower, the money supply effected through banks and financial institutions has no control 
over with the goods and services actually produced on the ground. It creates a serious 
1  http://oxforddictfonaries.com 
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mismatch between the supply of money and the production of goods and services. This 
may be cited as one of the basic factors which create or fuel inflation. 
Another harmful effect of the interest-based banking system is that it widens the gap 
between the rich and the poor. This inevitably leads to social tensions, instability and 
economic problems. In any interest-based bank, the number of depositors may run into 
thousands but the number of borrowers is a small percentage of its depositors. The huge 
sums collected from the depositors at low rates of interest are lent to a few rich and 
influential people who make huge profits from the borrowed funds. But the depositors do 
not get a share in those profits. Similarly the fat profits made by the banks are distributed 
among their shareholders and, once again, not shared with the depositors. Thus, under the 
conventional; banking system the rich tend to get richer and the poor becomes poorer and 
the wealth is concentrated, in fewer hands. In short, the conventional banking systems 
favors the rich and discriminates against the poor. 
Interest which is the backbone of the conventional banking system is not allowed in for 
major religions of the world Judaism, Christianity, Hinduism, and Islam. Particularly in 
religion Islam lending or depositing money on interest is strictly prohibited. 
However with changing social demands, banks have begun to feel pressure from the 
general public, NGOs, governments, religious bodies and the like to go beyond 
conventional banking system. It is being felt that there is a need of a more sustainable 
banking system with moral, ethical, environmental and social values. This need is fulfilled 
by the evolution of Islamic banking or participatory banking or interest free banking. 
Islamic banking is based on the twin principles of Islamic law (Sharia'h) and Islamic 
economics. It permits transactions on the basis of sharing of profit and loss; and prohibits 
the collection of interest. Contrary to the popular belief, Islamic banking is not just for 
Muslims. Islamic banking provides services to everyone irrespective of religious beliefs, 
ethnicity, caste or creed. It aims to lay the foundations of an ethical and fair financial 
system, which consequently affects the socio-economic conditions of the market it is 
implemented in. Half a century ago Islamic banking was virtually unknown. 
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Currently Islamic banking is present is more than 75 countries worldwide. Globally, 
Islamic banking assets are said to be growing twice as fast as conventional banking assets 
and reached $1.8 trillion (INR 110 trillion) in 2013, maintaining an average annual growth 
rate of 19% since 2010, and are estimated to grow beyond $2 trillion by 2014, according 
to The World Islamic Banking Competitiveness Report 2012-13 by Ernst & Young2. As 
the trillion-dollar market starts to mature, many in the industry are wondering whether the 
industry is growing too fast and innovating faster than the regulators can keep pace with. 
Islamic banking will provide the opportunity to bring a large section of the Muslim 
population into the financial mainstream. It is a sophisticated banking and finance structure 
based on moral and social values and is compatible with modern-day financing 
needs. 3 India has been seriously considering `interest-free' banking since 2010. It is 
believed that a large number of its Muslim population, the third Iargest in the world, is 
excluded from India's banking sector because of its firm conviction in Sharia'h. It is also 
being thought to be India's best way of strengthening trade ties with the oil rich Middle 
Eastern countries. However, its Government has been reluctant in adopting Islamic banking 
as it does not want to be seen favoring any particular religion. 
1.2 Indian Banking System : An Overview 
From the ancient times in India, an indigenous banking system has prevailed. The 
businessmen called Shroffs, Seths, Sahukars, Mahajans, Chettis, etc. had been carrying on 
the business of banking at very high lending rate on mortgage basis. Modem interest based 
banking in India originated in the second half of the 18th century. The first Indian bank 
was The General Bank of India which started in 1786, it was followed by the Bank of 
Hindustan in 1790; both are now defunct. The oldest functional bank in existence is the 
State Bank of India, which originated in June 1806 named as the Bank of Calcutta, which 
almost immediately became the Bank of Bengal. This was one of the three presidency 
banks, the other two being the Bank of Bombay and the Bank of Madras, all three of which 
were established under charters from the British East India Company. For many years the 
z Available at www.mifc.com 
a www.gulfnews.com/business/banking/india-may-introduce-islamic-banking-1.1063590 
Presidency banks acted as quasi-central banks, as did their successors. The three banks 
merged in 1921 to form the Imperial Bank of India, which, upon India's independence, 
became the State Bank of India in 1955 (General Knowledge Today, April 2011). 
However, the first Indian commercial bank which was wholly owned and managed by 
Indians was the Central Bank of India which was established in 1911. The partition of India. 
in 1947 adversely impacted the economies of Punjab and West Bengal, paralyzing banking 
activities for months. India's independence marked the end of a regime of the Laissez-faire4 
for the Indian banking (www.bankingawreness.com). The Reserve Bank of India, India's 
central banking authority, was established in April 1934, but was nationalized on January 
1, 1949 under the terms of the Reserve Bank of India (Transfer to Public Ownership) Act, 
1948 (RBI, 2005b) (www.rbi.org.in). In 1949, the Banking Regulation Act was enacted 
which empowered the Reserve Bank of India (RBI) to regulate, control, and inspect the 
banks in India. 
The Banking Regulation Act 1949 also provided that no new bank or branch of an existing 
bank could be opened without a license from the RBI. This Act defines Banking as 
"accepting, for the purpose of lending or investment of deposits of money from the public, 
repayable on demand or otherwise or withdrawable by cheque, draft order or otherwise." 
The Reserve Bank of India Act, 1934 and the Banking Regulation Act, 1949, govern the 
banking operations in India. 
The Government of India nationalized the 14 largest commercial banks on July 19, 1969. 
A second dose of nationalization of 6 more commercial banks followed in 1980. The stated 
reason for the nationalization was to give the government more control of credit delivery. 
With the second dose of nationalization, the Government of India controlled around 91% 
of the banking business of India. Later on, in the year 1993, the government merged New 
Bank of India with Punjab National Bank. It was the only merger between nationalized 
banks and resulted in the reduction of the number of nationalized banks from 20 to 19. 
After this, until the 1990s, the nationalized banks grew at a pace of around 4%, closer to 
the average growth rate of the Indian economy (Goyal & Joshi, 2012). 
4 The phrase laissez-faire is French and literally means "let do", but It broadly implies "let It be", or "leave it alone. 
4 
Source: www. rbi.org.in 
Fig 1.1 Indian Banking System 
1.3 Islamic Banking :Evolution, Principles & Operations 
To portray an overview of Islamic banking, one must recall the genesis of banking in 
general. Banking in its native stage was a mere process of lending and borrowing of money, 
starting from the hands of goldsmiths, merchants and Mahajans5 or any such well-off 
group. At one stage it attained the institutional form of intermediation to channelize money 
to the deficit unit from the surplus unit. It is an evolution of intermediary services between 
5  The word "Mahajan" is an amalgam of two Sanskrit words: Maha meaning great, and Jan meaning people or individuals. Over the 
years, the word Mahajan has come to be used a generic job title that refers to people involved in money lending. 
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the lender and borrower of money. Banking, as of today, is nothing but an institutional, 
refined and extended shape of that intermediary function along with many other ancillary 
services adopted therein subsequently. 
Despite the prohibition of interest by the world's major religions today's international 
economic system is based on interest. However efforts are going on to replace the 
conventional interest-based banking system with the interest free banking and 
finance. Apart from religious dimension, the case against interest has been examined by 
many researchers (Faisal et al., 2012). The recent global financial crisis of 2008-10 had 
affected fully or partially each and every bank and financial institutions in the world. Banks 
which were unaffected or least affected were the Islamic banks. With the rapid growth of 
the worldwide economy along with the expanding economy in the Islamic countries, 
Islamic banking is evolving to play a vital role in today's global village. 
According to the Institute of Islamic Banking and Insurance, London, Islamic banking 
refers to a system of banking or banking activity that is consistent with the principles of 
the Sharia'h (Islamic laws) and its practical application through the development of Islamic 
economics. The principles which emphasizes moral and ethical values in all dealings have 
a universal appeal. Sharia'h prohibits the payment or acceptance of interest charges (riba) 
for the lending and accepting of money, as well as carrying out trade and other activities 
that provide goods or services considered contrary to its principles. 
Islamic banking system leads to more prudent lending by encouraging financiers to invest 
directly in an entrepreneur's ventures. Also, by avoiding the need for enticing interest-based 
loans, people are encouraged to keep spending within their limits in contrast to the 
consumerist society that depends heavily on a financial system that continually encourages 
a `buy today, pay tomorrow' philosophy. 
The major argument in favor of Interest free banking is that is brings discipline in the 
economy, thus reducing the possibility of financial crises. As excessive lending is one of 
the major contributors to the financial crises. The profit and loss sharing system ensures a 
more responsible behavior from the bankers and depositors. Overall interest free banking 
and finance aims at socio-economic justice and full employment. Interest and derivative 
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transactions, such as forwards, futures and options, as well as short selling, and speculation, 
which produce instability, are not a part of Islamic banking. 
1.3.1 Islamic Laws 
The word Islam means to surrender or submit ones will to the supreme will or law of God 
(De Run et al., 2010). The Quran and Sunah play a central role in constituting Islamic law 
that describes and governs the duties, morals, and behavior of Muslims as individuals or 
collectively in all aspect of life (Luqmani et al., 1989; Terpstra and Sarathy, 1994). 
The Sharia'h explains in detail the Islamic concepts of money and capital, the relationship 
between risk and profit and the social responsibilities of financial institutions and 
individuals. Based on this philosophy, Sharia'h compliant financial instruments and 
techniques have been developed and successfully used by Islamic banks and their 
customers worldwide 
The Sharia'h governs what is lawful (halal) and what is forbidden (haram) for a Muslim. 
(AI-Bukhari, 1976; Al-Qardawi, 1999). A few things are strictly prohibited for all Muslims 
which include adultery, gambling, liquor, pork, interest on money, blood of animals and 
the meat of a dead animal scarified in the name of anyone other than Allah. Thus, products 
that are made of or contain liquor, pork, blood of dead animal, and services such as 
contemporary commercial banking become haram (forbidden) for a devoted Muslim (Ford 
et al., 1997). 
Islamic laws (Sharia'h) are principles well defined for each and every part of human life 
from cradle to grave thereafter. There are two basic sources of Islamic law: the verses of 
The Holy Quran, and the hadith of the prophet Muhammad (PBUH) in the Sunnah. For 
questions not directly addressed in these sources, they extend the application of Sharia'h 
through consensus of the religious scholars (ulama) thought to embody the consensus of 
the Muslim Community (ijma). Islamic jurisprudence also sometimes incorporate 
analogies from the Quran and Sunnah through analogy (qiyas). As the Quran and hadith 
have explained the principles of financial transaction and trade so they remain as the 
primary sources for research in Islamic banking. 
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1.3.2 Basic References From Holy Quran Against Riba 
In several verses from the Qur'an, Allah undoubtedly underlines that indulging in riba is 
Iike inviting a war against Allah and His Prophet (PBUH). The Qur'an also clearly defines 
that profit must be earned from exchange of goods and services but not from exchange of 
money itself. 
Some verses from holy Quran which underline the prohibition of riba (usury) are...... 
"Those who devour usury will not stand except as stands one whom the devil by his 
touch has driven to madness. That is because they say: Trade is like usury: but Allah 
has permitted trade and forbidden usury.... Allah will deprive usury of all blessing, 
but will give increase for deeds of charity, for He loves not any ungrateful sinner.... 
Oyou who believe, fear Allah and give up what remains of your demand for usury, 
if you are indeed believers. If you do it not, take notice of war from Allah and His 
messenger, but if you repent you shall have your capital sums; deal not unjustly, and 
you shall not be dealt with unjustly. And if the debtor is in dijjiculty, grant him time 
until it is easy for him to repay. But if you remit it by way of charity, that is best for 
you if you only knew. " (Surah al- Bagarah, verse 275-280). 
"Believers! Do not consume riba, doubling and redoubling... " 2 (Surah Al-Imran, 
verse 130), and ':..God has made buying and selling lawful, and riba unlawful..." 
(Surah Al-Imran, verse 274). 
"That they took usury though they were forbidden and they devoured people 's wealth 
wrongfully; we have prepared for those amongst them who reject faith a grievous 
chastisement. " (Surah Al-Nisaa, verse 161). 
"That which you give in usury for increase through the property ofpeople will have 
no increase with Allah: but that, which you give for charity seeking the countenance 
of Allah, it is these who will get a recompense multiplied. "(Surah Al-Room, verse 
39). 
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From the above verses of the holy Quran it can be concluded that usury is strictly 
forbidden in Islam. Allah has deprived usury from His blessings. Since Allah has made 
trade lawful and riba unlawful, it surely hints that there should be some alternative way 
to conduct business. 
1.3.3 Hadith 
The Prophet Muhammad's (PBUH) words or a report about something he did is known as 
hadith. Many Hadith defined the business and transactional matters. The following ahadith 
have been taken from Mishkat-ul-Masabih under the section of interest and the English 
translation has been taken from its English version written by Al Hajj Moulana Fazl Karim 
(1960). 
Hazrat Jabir (R.A.6). has reported that the Messenger of Allah (PBUH) cursed the 
devourer of usury, its payer, its scribe and its two witnesses. He also said that they 
were equal (in sin). (Muslim) 
Hazrat Abu Hurairah (R. A.) reported that the Prophet (PBUH) said: A time will 
certainly come over the people when none will remain who will not devour usury. If 
he does not devour it, its vapour will overtake him. (Ahmed, Dawood, Nisai,lbn 
Majah). 
Hazrat Abu Hurairah (R.A.) reported that the Messenger of AIlah (PBUH) said: Usury 
has got seventy divisions. The easiest division of them is a man marrying his mother. 
(Ibn Majah) 
Hazrat Abu Hurairah (R.A.) reported that the Messenger of Allah peace and blessings 
be upon him said: I came across some people in the night in which I was taken to the 
heavens. Their stomachs were like houses wherein there were serpents, which could 
be seen from the front of the stomachs. I asked: 0 Gabriel! Who are these people? He 
replied these are those who devoured usury. (Ahmed,lbn Majah). 
6 Radi Allah I anhu (May God be pleased with him) 
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Hazrat AbduIlah bin Hanzalah (R. A.) reported that the Messenger of Allah (PBUH) 
said: A dirham of usury that a man devours and he knows is greater than 36 
fornications. (Ahmed, Darqutni). 
Thus it is evident from the above discussion that riba or usury is unlawful. Unfortunately, 
the basis of many of the transactions (especially in banking and insurance) involves riba or 
interest. Thus it is becoming increasingly difficult for a majority of the Muslims, especially 
those who are commercially orientated, to abstain from dealings involving interest. 
1.3.4 Evolution of Islamic Banking 
The concept of interest-free financing was practiced by Arabs prior to the advent of Islam, 
and was later adopted by Muslims as an acceptable form of trade financing. This system 
has been used on a small scale for centuries, its commercial application began in the 1970s 
(Naser and Moutinho, 1997), 
Modem Islamic banking started way back in the last decade of the 19th century with the 
establishments of some interest free banks in Egypt (Kahf, 1992). In the first half of 20th 
century various academic initiatives were undertaken by different scholars like Naiem 
Siddiqi (1948) and S. Mahmud Ahmad (1952), Muhammad Hamidullah 1944, 1955, 1957 
and 1962) across the globe to explore the concept and feasibility of Islamic banking. A 
more elaborate explanation was given by Mawdudi in 1950. They all have proposed an 
interest free banking system based on the concept and feasibility of profit and loss sharing. 
In 1950s and 1960s Islamic banking attracted more attention because of rapid 
developments in Muslim countries. Research works specifically devoted to Islamic 
banking began to emerge during this period. Researches by Muhammad Uzair (1955), 
Abdullah al-Araby (1967), Nejatullah Siddiqi (1961,1969), Al-Najjar (1971) and Baqir al-
Sadr (1961, 1974, 1982) were landmarks in this regard. The early 1970s saw institutional 
involvement in promoting the cause of Islamic banking. The Conference of the Finance 
Ministers of the Islamic Countries held in Karachi in 1970, the Egyptian study in 1972, the 
First International Conference on Islamic Economics in Makkah in 1976, and the 
International Economic Conference in London in 1977 were the result of such involvement. 
-.4 
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The involvement of institutions and governments Ied to the application of theory to practice 
and resulted in the establishment of the first interest-free bank. The Islamic Development 
Bank, Jeddah, an inter-governmental bank established in 1975, was born of this process 
(Gafoor, 1995). 
Egypt is viewed as the pioneer of modern Islamic banking. The pioneering effort, led by 
Ahmad Elnaggar, took the form of a savings bank based on profit-sharing in the Egyptian 
town of Mit Ghamr in 1963. This experiment lasted until 1967 (Ready, 1981), by this time 
there were nine such banks in that country. In 1972, the Mit Ghamr Savings project became 
a part of Nasr Social Bank which, currently, is still in business in Egypt. In 1975, the 
Islamic Development Bank was set up with the mission to provide funding to projects in 
the member countries (Warde, 2000). The first commercial Islamic bank, Dubai Islamic 
Bank, was established in 1975 (Zaman & Movassaghi 2001). 
Today Islamic banking institutions are growing rapidly and even Vatican has appreciated 
its principles (Lorenzo, 2009). Islamic Banking is growing at consistent rate of 15-20% per 
year and they are the least effected during recession of 2007-09 (Akhter and Akhtar, 2010). 
Presently there are more than 400 institutions spread over 70 countries, including U.S.A., 
U.K. and other European countries. 
1.3.6 Principles of Islamic Banking 
Islamic banking is a form of banking activity that is consistent with the principles of 
Sharia'h and its practical application through the development of Islamic economics. 
Sharia'h prohibits the fixed or floating payment or acceptance of specific interest or fees 
(known as riba or usury) for loans of money. Investing in businesses that provide goods or 
services considered contrary to Islamic principles is also Haram (such as businesses that 
sell alcohol or pork, or businesses that produce media such as gossip columns or 
pornography). Furthermore, the Sharia'h prohibits what is called "Maysir" and "Gharar". 
Maysir is involved in contracts where the ownership of a good depends on the occurrence 
of a predetermined, uncertain event in the future, whereas Gharar describes speculative 
transactions. Both concepts involve excessive risk and are supposed to foster uncertainty 
and fraudulent behavior. Therefore the use of all conventional derivate instruments is 
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unlawful in Islamic banking. While these principles have existed since the advent of Islam, 
it is only in the late 20th century that a number of Islamic banks were formed to apply these 
principles to private or semi-private commercial institutions within the Muslim community 
(Rammal & Zurbruegg, 2007). 
1.3.6 Operations of Islamic Banking 
Islamic banks are neither charity institutions nor some religious organization they are the 
profit making organization doing same work as done by the traditional interest based banks 
but with according to the Sharia'h. This is because Islam forbids lending or borrowing of 
money at a pre-determined rate (interest or riba). The approaches of Islamic banking are 
distinctly different from the ones of conventional banks. The basic principle beneath 
Islamic financial system is development based on partnership (Chapra, 2000; Hassan and 
Ahmed, 2001; Wilson, 1995). Islamic rules on transactions (known as Fiqh al-Muamalat) 
have been created to avoid this problem. The basic technique to avoid the prohibition is the 
sharing of profit and loss, via terms such as profit sharing Mudharabah), safekeeping 
(Wadiah), joint venture (Musharakah), cost plus (Murabahah), bonds and leasing (Ijara), 
insurance (Takaful). 
1.3.7 Common Terminology used in Islamic Banking and Finance 
Suitable introductions to Islamic finance have been given by El-Gamal (2000), Warde 
(2000), Lewis and Algaoud (2001), Iqbal and Llewellyn (2002), Abdul-Gafoor (2003), 
Obaidullah (2005) and Iqbal and Molyneux (2005). In practical terms, these prohibitions 
and recommendations manifest themselves as the following commercial products and 
services which are offered by Islamic financial institutions and its contradictions with 
Indian regulatory framework in brief 
Riba: It is an Arabic word which literally means "excess or addition". Riba is forbidden in 
Islamic economic jurisprudence fiqh and considered as a major sin. Simply, unjust gains 
in trade or business, generally through exploitation. There are two types of riba 
discussed by Islamic jurists: an increase in capital without any services provided and 
risk taking, which is prohibited by the Qur'an, and commodity exchanges in unequal 
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quantities, prohibited in the Sunnah. Section 21 of the Indian Banking Regulation Act 
1949 requires payment of interest on deposits; thus, interest-free deposit and a simple 
charging of premium or Iliba is not permissible in the current banking regulations in 
India. 
Sharia'h Supervisory Board (SSB): A group of experts to advise Islamic banks and to 
ensure that the operations and activities of the banking institutions comply with Sharia'h 
principles. 
Mudarabah: It is a special kind of partnership where one partner gives money to another 
for investing it in a commercial enterprise. The capital investment comes from the first 
partner, who is called the "rabb-ul-mal", while the management and work is the exclusive 
responsibility of the other party, who is called the "mudarib". The Mudarabah (Profit 
Sharing) is a contract, with one party providing 100 percent of the capital and the other 
party providing its specialist knowledge to invest the capital and manage the investment 
project. Profits generated are shared between the parties according to a pre-agreed ratio. 
Compared to Musharaka, in a Mudaraba only the lender of the money ("rabb-ul-mal") 
may incur a loss. Here again, Section 21 of the Banking Regulation Act 1949, disallows 
such products where the bank can invest the money in equity funds (in India, equity 
exposure is determined by a separate set of rules), and the client has complete freedom in 
its management. 
Musharakah: Musharakah (joint venture) is an agreement between two or more partners, 
whereby each partner provides funds to be used in a venture. Profits made are shared 
between the partners according to the invested capital. In case of loss, no partner loses 
capital in the same ratio. If the Bank provides capital, the same conditions apply. It is this 
financial risk, according to the Shariah, that justifies the bank's claim to part of the profit. 
Each partner may or may not participate in carrying out the business. A working partner 
gets a greater profit share compared to a sleeping (non-working) partner. The difference 
between Musharaka and Mudharaba is that, in Musharaka, each partner contributes some 
capital, whereas in Mudharaba, one partner, e.g. a financial institution, provides all the 
capital and the other partner, the entrepreneur, provides no capital. Note that Musharaka 
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and Mudharaba commonly overlap. Sections 5, 6 of the Banking Regulation Act, 1949 
indicate the forms of business a banking company can undertake, and does not allow any 
kind of profit-sharing and partnership contract the basis of Islamic banking. Sections 5, 6 
of the Banking Regulation Act indicate the forms of business a banking company can 
undertake, and does not allow any kind of profit-sharing and partnership contract the basis 
of Islamic banking. 
Murabahah: This concept refers to the sale of goods at a price, which includes a profit 
margin agreed to by both parties. The purchase and selling price, other costs, and the 
profit margin must be clearly stated at the time of the sale agreement. The bank is 
compensated for the time value of its money in the form of the profit margin. This is a 
fixed-income loan for the purchase of a real asset (such as real estate or a vehicle), with 
a fixed rate of profit determined by the profit margin. The bank is not compensated for 
the time value of money outside of the contracted term (i.e., the bank cannot charge 
additional profit on late payments); however, the asset remains as a mortgage with the 
bank until the default is settled. 
Musawamah: It is the negotiation of a selling price between two parties without reference 
by the seller to either costs or asking price. While the seller may or may not have full 
knowledge of the cost of the item being negotiated, they are under no obligation to reveal 
these costs as part of the negotiation process. This difference in obligation by the seller is 
the key distinction between Murabahah and Musawamah with all other rules as described 
in Murabahah remaining the same. Musawamah is the most common type of trading 
negotiation seen in Islamic commerce. 
Bai Salam: It means a contract in which advance payment is made for goods to be 
delivered later on. The seller undertakes to supply some specific goods to the buyer at a 
future date in exchange of an advance price fully paid at the time of contract. It is 
necessary that the quality of the commodity intended to be purchased is fully specified 
leaving no ambiguity leading to dispute. The objects of this sale are goods and cannot be 
gold, silver, or currencies based on these metals. Barring this, Bai Salam covers almost 
everything that is capable of being definitely described as to quantity, quality, and 
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workmanship. Besides the usual curbs on acquiring immovable property, offering Islamic 
banking products many not are bankable due to stamp duty, central sales tax and state tax 
laws that will apply depending on the nature of the transfer. 
Ijarah: It means lease, rent or wage. Generally, the Ijarah concept refers to selling the 
benefit of use or service for a fixed price or wage. Under this concept, the Bank makes 
available to the customer the use of service of assets / equipments such as plant, office 
automation, motor vehicle for a fixed period and price. Section 9 of the Banking 
Regulation Act prevents the bank from any sort of immovable property other than private 
use. 
Qard hassan/ Qardul hassan (good loan/benevolent loan): This is a loan extended on a 
goodwill basis, and the debtor is only required to repay the amount borrowed. However, 
the debtor may, at his or her discretion, pay an extra amount beyond the principal amount 
of the loan (without promising it) as a token of appreciation to the creditor. In the case 
that the debtor does not pay an extra amount to the creditor, this transaction is a true 
interest-free loan. Some Muslims consider this to be the only type of loan that does not 
violate the prohibition on riba, since it is the one type of loan that truly does not 
compensate the creditor for the time value of money. 
Sukuk (Islamic bonds): Sukuk, plural of Sakk, is the Arabic name for financial certificates 
that are the Islamic equivalent of bonds. However, fixed-income, interest-bearing bonds 
are not permissible in Islam. Hence, Sukuk are securities that comply with the Islamic 
law (Shariah) and its investment principles, which prohibit the charging or paying of 
interest. Financial assets that comply with the Islamic law can be classified in accordance 
with their tradability and non-tradability in the secondary markets. 
Takaful (Islamic insurance): Takaful is an alternative form of cover that a Muslim can 
avail himself against the risk of loss due to misfortunes. Takaful is based on the idea that 
what is uncertain with respect to an individual may cease to be uncertain with respect to 
a very large number of similar individuals. Insurance by combining the risks of many 
people enables each individual to enjoy the advantage provided by the law of Iarge 
numbers. 
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Wadiah (safekeeping): In Wadiah, a bank is deemed as a keeper and trustee of funds. A 
person deposits funds in the bank and the bank guarantees refund of the entire amount of 
the deposit, or any part of the outstanding amount, when the depositor demands it. 
1.3.8 Present Scenario 
There is no doubt that Islamic banking is now a global phenomenon. With presence in over 
75 countries, Islamic banking has steadily evolved overtime to dealing with whole gamut 
of financial services, including: leasing of assets, bonds (Sukuk), structured products and 
wealth management. It has indeed, grown rapidly in the past five years; total assets of the 
500 largest banks grew by almost 29% in 2009, to an estimated US$1.3 trillion (Economist 
Intelligence Unit, 2011)7. Islamic banking has been adopted by more than 70 countries, 
including the United States & Great Britain. And it is certainly not to cater to any vote-
bank, since Muslims in these countries do not constitute any sizeable enough population to 
be considered for political appeasement. It is purely on the basis of the fact that Islamic 
banking offers a solution, a recession-proof future to these countries which live on credit. 
Observing the suicide by debt laden farmers in Vidarbha, father of India's green revolution, 
M.S. Swaminathan said that this suicide can be stopped by bringing Islamic banking in 
India. Islamic banking could help the unorganized sector due to its non-insistence on 
collateral as a precondition for lending even small sums of money. 
Besides farmers, Indian Muslims — 13.9% of total population — are the most disadvantaged 
community in the financial sector, as per the Sachar Committee Report. Over 80% of the 
community is financially excluded, a major reason of which, according to experts, is 
interest-based functioning of the financial system. The number of Muslims opting for jobs 
in financial sector is very insignificant -- in RBI only 0.78% and 2,2% in Scheduled 
Commercial Banks. Moreover, the Sachar Report has it that the share of Indian Muslims 
is 7.4% in saving account and only 4.7% in Credit, which translates into an annual loss of 
around INR8 6900 million for the community. 
7 www.economist.com/theworldin/2O11 
6 Indian Rupee 
During the past decade, Islamic banking has grown from a niche market into a mainstream 
industry. It has also contributed to growth in the Islamic world by drawing the unbanked 
and under banked populations into the financial system and allowing risk sharing in regions 
that are subject to large shocks but few buffers. Islamic banking is not only growing in size, 
but also in sophistication, with products offered ranging from Sharia'h-compliant credit 
cards to insurance and investment products. The successful operation of Islamic banks in 
several parts of the world has Ied to a growing interest in Islamic financing techniques. Do 
Islamic banks really have something new to offer? Are the functions, activities and banking 
techniques of Islamic banks any different from those of conventional commercial banks? 
If yes, in what respect do they differ? What are the similarities or dissimilarities with 
respect to these activities among Islamic banks themselves? These and similar other 
questions are generally raised whenever the subject of Islamic banking is mentioned 
specially in the countries like India where Islamic banking is still not introduced. 
1.3.9 Difference Between Conventional banking and Islamic Banking 
First of all both forms of financing share identical goals of providing credit and financial 
services to individuals and businesses and operate with the aim of making profit. It is the 
means of making this profit however that differentiates the two. Some notable differences 
between conventional and Islamic banking are: 
Table 1.1 Differences Between Conventional banking and Islamic Bankin 
Conventional 	 Islamic 
✓ Money is a commodity besides being medium I ✓  Money is not a commodity though it is used 
of exchange and s store of value. Therefore, it 
can be sold at a price higher than its face value 
and it can also be rented out. 
✓ Time value is the basis for charging interest on 
capital. 
as a medium of exchange and store of value. 
Therefore, it cannot be sold at a price higher 
than its face value or rented out. 
✓ Profit on trade of goods or charging on 
providing service is the basis for earning 
profit. 
✓ Interest is charged even if the organisation I ✓  Islamic bank operates on the basis of profit 
suffers Iosses by using bank's funds, 	and loss sharing. If the businessman has 
Therefore, it is not based on profit and loss 
sharing. 
suffered losses, the bank will share these 
losses based on the mode of finance used 
(Musharakah). 
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✓ The execution of agreements for the 
exchange of goods and services is a must, 
while disbursing funds under Murabaha, 
Salam contracts (commodity/metal trading). 
✓ While disbursing cash finance, running finance 
or working capital finance, no agreement for 
exchange of goods and services is made. 
✓ All sorts of economic sectors can be financed 
✓ Islamic Finance doesn't allow financing or 
engagement of certain sectors which are 
prohibited such as liquor, tobacco, 
gambling. 
V The savings accounts operate on a pure interest f 
model. 
The savings accounts are on a Mudaraba 
model where bank is the Mudarib and 
Customer is the Rab-bul-Maal and Bank and 
customers share profits in a pre-agreed ratio, 
banks are liable to disclose the ratios and the 
weightages used to declare profits. 
It works on a flat profit rate basis. 
Compounding of interest is strictly 
prohibited and no compounding is allowed. 
Though Sharia Boards have allowed 
charging the penal fee should there be a 
delay in payment commitments, Islamic 
Banks are not allowed to take those into 
their incomes and such income is payable to 
charity. 
✓ The compounding interest principles are ~ ✓  
common across various transactions. 
✓ The penal fees, late payment fee are taken into 
bank's income. 
1.4 Islamic Banking in India 
In India the development of Sharia'h compliant financial institutions had started well 
before the establishment of a few most prominent Islamic financial institutions the 
worldwide. But due to certain legal and other hurdles, these institutions could not grow 
beyond a certain limit and those which grew could not sustain themselves at that level for 
a longer time. Since the inception of modern Islamic banking, there are several attempts to 
establish a Sharia'h compliant banking sector in India, however, financial legislation and 
regulations have restrictions with respect to setting up Islamic banks in India. In last few 
years, the discussions on the need and advisability for changes and amendments of existing 
legal framework are raised, and especially regarding the Banking Regulation Act 1949. 
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In considering the merit of Islamic banking in the context of India, one needs to consider 
its demographics. The current Muslim population in India is over 180 million representing 
about 14% of the total population according to 2011 census. India is now one of the largest 
Muslim populations in the world. It is surprising to note that one of the world's fastest 
growing economies has little or no facilities for its Muslim population to invest their money 
in a Sharia-compliant manner. Despite this demographic standing, Indian Muslims are 
mostly financially marginalized and excluded not just due to the unavailability of non-
interest banking, but because a majority of them are poor, and hence, lack the requisite 
credit worthiness to engage in the modern financial and economic activities. There is also 
the question of historically entrenched disparities in India, in terms of region, religion, 
ethnicity, etc. which can be gainfully exploited to make a positive mark on the banking 
landscape of the country. This would definitely help to increase the size of the banking 
industry manifold, a development that would in turn lay the foundation for more 
innovations and healthy competition in the financial services industry in India, in the future. 
One may argue that Indian Muslims have been using existing conventional banking system 
for years. But this is because for many of them, there is no alternative, which indeed, 
compounds their financial exclusion. Indian conventional banks, in the manner they are 
presently configured cannot address the financial needs of such a huge segment of the 
Indian population. 
No doubt religious reasons are one of the biggest hurdles for Indian Muslims to avoid 
keeping their money in the formal banking institutions that are perceived to be usurious 
and so irreligious. A huge chunk of Indian Muslims even avoids serving in financial 
institutions of the country. That is why it is observed that Muslims participation in banking 
services is even less than Muslims selection in the Indian Administrative Services (IAS) 
that is considered to be most prestigious competition in India. Muslims non-participation 
in country's formal banking institutions has not only hampered their economic prospects 
but also blocked a huge chunk of money belonging to Muslim community to participate in 
the national development process. 
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It must be borne in mind, that it is not only the majority of the Muslims that are financially 
excluded. A majority of the non-Muslim population too suffers the same fate. Both lack 
access to financial services. The bulk of Indian small- and medium-scale enterprises 
(SMEs) have no guaranteed access to credit, not to talk of small agricultural producers that 
will produce the raw-materials for these SMEs to thrive and survive. 
After 9/11 incident, liquidity rich Gulf States are looking towards India and China for long 
term investments in trillions of US Dollars. With huge human capital-demographic 
' dividend in the state, this available long term Islamic finance could be used in infrastructure 
development of India. The states of Maharashtra and Kerala have already taken the steps 
in this regard. In Maharashtra, Bahrain-based Islamic investment bank Gulf Finance. House 
is investing $10 billion in the coming years for setting up an integrated Economic 
Development Zone near Mumbai. In Kerala, to tap the remittances of Gulf region, the state 
government has initiated an NBFC of Rs.10000 million along with private investors for 
infrastructure development and Kerala State Industrial Development Corp is having a share 
in it. 
Not that India's reluctance to embrace Islamic finance is unusual in non-Muslim countries, 
like so many other places, there is a hostility to the practice based on the incorrect belief 
that it is a political or religious movement, or that it propagates an ideology that is 
inconsistent with democratic and secular values. 
1.4.1 Islamic Financial Products Available in India 
Sharia'h-compliant personal investment products are slated to flood the market as 
exchanges and mutual funds seek to tap Muslim investors who refrain from trading in 
stocks and commodities. SBI Mutual Fund and UTI Asset Management are looking at ways 
to launch such products. Tata Mutual, Benchmark Asset Management, Taurus Mutual and 
Sundaram Mutual Fund have ethics-based investment products already. Kotak Mutual, 
ICICI Pru Asset Management, Reliance Mutual, HSBC and UTI Mutual Fund have a series 
of shariah-tolerant offshore funds that allow foreign investors to invest in Indian stocks. 
TASIS (Taqwaa Advisory And Sharia'h Investment Solutions (P) Ltd.) has launched first 
Sharia'h index in BSE (Bombay Stock Exchange) in Dec 2010. BSE has the largest number 
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of Sharia'h Compliant companies in the world, in fact more than the whole Middle East 
and Pakistan. There are many Sharia'h compliant brokerage houses in India like Parsoli 
and Idafa. Sharia'h friendly insurance products are offered by Reliance and Bajaj Allianz. 
Recently, as per an announcement made on August 17, 2013 the first ever government 
initiated and participated Islamic non-banking financial company (NBFC) named as 
Cheraman Financial Services Limited (CFSL) will be floated by Kerala State Industrial 
Development Corporation. The company already got approval from Reserve Bank of India 
(RBI) and Securities Exchange Board of India (SEBI). 
1.4.2 Islamic financial products permissible under present regulations 
Deregulation of interest rate has opened gateway for Sharia'h-compliant banking and 
financial services within the existing regulatory framework. Under present banking 
regulations, following products and services are potentially Sharia'h-compliant and can be 
offered by any subsidiary doing participatory banking. 
A. Deposit Side Products & Services 
i. Saving deposits with zero interest 
ii. Current Account 
iii. Safe Deposit Locker Services 
iv. Online Trading Services 
v. Internet Banking services for receiving, disbursing and transferring funds on 
fee basis. 
vi. Consultancy Services (on commission basis) to customers seeking Sharia'h-
compliant Investments in Mutual Funds 
vii. Consultancy Services (on commission basis) to customers seeking Sharia'h- 
compliant Investments in Equities / preferred Shares 
B. Finance and Investment Side Products & Services 
i. Investment in Equity of any listed company (selected after Sharia'h Screening) 
ii. Investment in Mutual Fund (selected after Sharia'h Screening) 
iii. Lease Finance business 
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iv. Hire purchase business 
v. Discounting of bills and Vouchers (on commission basis) 
vi. Factoring services 
vii. FOREX Services 
viii. E-Freight Services 
ix. E Tax services 
x. Issuance of Bank drafts by charging Fee for the service 
xi. Issuing bank guarantee / Letter of credit by charging Fee for the service 
xii. Retail Sale of Gold Coins or other metals 
xiii. Gift Cheques Services 
xiv. Pay Roll Card Services 
xv. Foreign Travel Card Services 
xvi. Initial Public offer Services 
xvii. Broking services 
If these products and services are clubbed together as a package and offered through 
subsidiary model in the name of Participatory Banking; or through NBFCs, it would 
resolve problems related to financial inclusion of Muslims along with helping the 
disadvantaged groups and sectors to get suitable financial products and services at better 
prices. 
Currently NBFCs are regulated through Chapter IIIB in the RBI Act 1934, which allows 
NBFC to operate under the scheme framed by NBFC itself. So NBFC can be permitted to 	- 
accept deposits and extend finances on participatory basis. This view is based on a report 
published by the Department of Financial Services, Government of India on 31 January 	,. 
2012. Section 4.3 of that particular report significantly put the following two specific 
directions with regard to NBFCs undertaking Participatory Financing - 
As regards NBFCs that are undertaking participative financing and / or any other non-
interest based financing, the following directions should be complied with: 
(i) The Fair Practice Code should set out the model on which facilities will be granted to 
borrowers. The NBFCs should also set out the commercial considerations for its facilities, 
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(after factoring in aspects such as cost of funds, expected return and other parameters to 
determine credit viability). The Fair Practice Code should be displayed on the website of 
NBFCs and updated periodically; 
(ii) The borrowers should be made aware of these commercial considerations in the 
agreement and the loan sanction letter. Expected returns and servicing charges should be 
communicated separately. If the expected rates of return and service charges are different 
for different categories of borrowers, the same should be communicated to the borrowers. 
Based on the above directions, RBI should frame regulatory provisions to allow NBFCs 
accept deposits and extend finance on participatory basis. The depositors may be clearly 
told that their deposited funds will be invested on basis of sharing financial risks and 
rewards. 
1.5 Need for a study on the Challenges and opportunities of 
Islamic banking in India 
Islamic banking is still in its growing stage the world over; in some countries like GCC9, 
Malaysia, Sudan, and MENA countries 10 it is in advance growing stage as in other 
countries like U.K., France, U.S. it is in introductory phase. In Indian subcontinent (south 
East Asia) Islamic Banking is in operation in Sri Lanka, Pakistan and Bangladesh. In India 
Islamic Banking is not introduced yet. Which may be attributed to several factors some of 
which are political, legal, regulatory, social and economic factors. The decades of 1990s 
and 2000s have witnessed many financial reforms and innovations in India. Islamic 
Banking is knocking at its doors since the 1970s. Most of the attempts are led by non-
government organizations and individuals, while only a few attempts are initiated by 
government organizations. 
There are several people, groups, organizations, committees which are working on the 
roadmap to the introduction of Islamic Banking in India. It is being attempted to know that 
what are the main areas to focus on are. Generally they are focused on legal and regulatory 
9 Gulf Cooperation Council 
to Middle East and North Africa - Countries 
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aspects of Islamic banking in India. Although there are many other areas which need to be 
focused on. So, there is a need to find out the major determinants for the introduction of 
Islamic banking in India and it is also required to prioritize these determinants. Thus it 
requires an exploratory study to discover the factors or determinants affecting Islamic 
banking in India. Particularly, it is required to examine the various factors affecting the 
marketing strategies for Islamic banking in India. 
Many national and International banks are interested in introducing Islamic banking 
services to Indian consumers but they are still left with the question: what is the potential 
of Islamic banking for the Indian economy? What is the level of awareness of Indians about 
Islamic banking? What is the attitude of Muslims and non-Muslims towards Islamic 
banking in India? A study is required to find out and analyze the attitude of Indian 
consumers towards Islamic Banking and their perception about the services of Islamic 
banking in India. An empirical study into consumers' perception and willingness to accept 
Islamic banking would give the required insight into structuring of Islamic banking 
services, whether such services can be introduced without any changes, as has been in the 
Middle East and other countries thus-far, and viability of new players coming up with 
innovative Islamic banking products and services. 
1.6 Outline of the Thesis 
The thesis is organized into 7 chapters. After the study of existing literature in chapter 2, 
the research methodology and objectives of the study are brought out in chapter 3 this 
chapter also elucidates the scope of the survey. Chapter 4 contains the analysis of the 
findings of this study. Challenges and opportunities for Islamic banking in India are 
summarized in chapter 5 and the recommendations and implications of the research are 
given in chapter 6. Limitations and Directions for future research is provide in the last 
chapter. After the final chapter a list of reference is given. 
A detailed study of the relevant literature is given in the ensuing chapter. 
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Chapter 2 
I.IThRA1'URE REVIEW 
Chapter Overview 
	
2.1 	Islamic Banking - Evolution and History 
2.2 	Islamic Banking in some non-Muslim Countries 
2.3 	Indian Banking Scenario 
2.4 	Islamic Banking in India 
2.5 	Attitude towards Islamic Banking 
2.6 	Research Gap 
Literature Review 
Chapter Overview 
The aim of this chapter is to provide a review of the extant literature available in relevant 
text books and databases like Emerald, Science Direct, JSTOR, EBSCO and ProQuest, etc. 
This chapter present an in-depth study of Islamic banking based on the existing literature. 
This chapter has two parts. The first one is about history of Islamic banking, its concepts, 
services and products commonly used and present state of Islamic banking in different 
countries of the world including India. Part two discusses the past researches; methods used 
by different researchers in India and different parts of the world. 
This will set the pace for the study on the opportunities and challenges of introducing 
Islamic Banking in India. The basic purpose for carrying out literature review is to 
understand the subject area of the study and identify research gaps to be addressed by 
research. 
Part I 
___I 
2.1 Islamic Banking - Evolution and History 
Interest-free banking seems to be of a recent origin. But actually it is much older than the 
modern concept of interest based banking. Interest free loans were practiced pre-Islam 
among Jews and Christians, and later advocated by socialists and economists. The OId 
Testament, in Deuteronomy, teaches interest free loans to the poor (Stein, 1956) and the 
Judeo-Christian thought views loans with interest as doing little for the economic 
brotherhood (Maloney, 1971). Indeed, not only Islam, but also Judaism and Christianity 
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ask their followers to shun usury to avoid hell fire (Homer, 1977). The Old Testament was 
the key influence on Jewish and Christian opposition to interest, and may have been the 
original reason for the Quran's dismissal of usury since the three religions share the same 
belief in the God of Abraham (Dar & Presley, 1999). Apart from religion, socialists 
condemned interest as encouraging a "parasitical existence (Brunner, 1937). Since 
Muslims cannot receive or pay interest, they are unable to conduct business with 
conventional banks (Jaffe, 2002). 
From the foregoing, it is obvious that the detrimental effects of interest (applicable to 
conventional banking) are evident as interest was originally forbidden by all major 
religions of the world (Islam, Christianity and Judaism in particular). Even the non-Muslim 
scholars, economists and bankers acknowledge that Islamic banking has made a place for 
itself in the world of finance. The Vatican has put forward the idea that "the principles of 
Islamic finance may represent a possible cure for ailing markets". Vatican says "Islamic 
finance may help western banks in crisis". (Lorenzo, 2009). The Sharia'h explains in detail 
the Islamic concepts of money and capital, the relationship between risk and profit and the 
social responsibilities of financial institutions and individuals. Based on this philosophy, 
Sharia'h compliant financial instruments and techniques have been developed and 
successfully used by Islamic banks and their customers worldwide. 
The earliest references to the reorganization of banking on the basis of profit sharing rather 
than interest are found in Anwar Qureshi (1946), Naiem Siddiqi (1948) and Mahmud 
Ahmad (1952), followed by a more elaborate exposition by Mawdudi in 1950. The writings 
of Muhammad Hamidullah 1944, 1955, 1957 and 1962 may also be included in this 
category. They have allrecognized the need for commercial banks and have proposed a 
banking system based on the concept of Mudarabha — profit and loss sharing. 
The idea of Islamic banking goes back to as early as the 7th century, but it was only 
commercially implemented in the last century (Jonge, 1996). The first modern experiment 
with Islamic banking was undertaken in 1963, on a small scale in Egypt. The pioneering 
effort, led by Ahmad El Naggar, took the form of a savings bank based on profit-sharing 
in the Egyptian town of Mit Ghamr in 1963 (Ready 1981), lasted until 1967, by which 
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time there were nine such banks in the country. These banks neither charged nor paid 
interest, invested mostly in trade and industry, directly or in partnership with others, and 
shared profits with depositors (Ariff, 1988). The success of this experiment opened the 
doors for a separate and distinct market for Islamic banking and finance. As a result, in the 
1970s several Islamic banks came into existence at a moderate scale in Arabic and Asian 
Islamic countries. 
The 1970s heralded the arrival of a new age in Islamic finance witnessing the establishment 
of the Nasr Social Bank in 1971 (Egypt), Philippines Amanah Bank in 1973, the Dubai 
Islamic Bank in 1975, the Kuwait Finance House, the Faisal Islamic Bank of Sudan, and 
the Faisal Islamic Bank of Egypt, all in 1977, the Bahrain Islamic Bank in 1979, and the 
Qatar Islamic Bank in 1981, to mention a few (Ariff 1988, Wilson 1995). By the end of 
1996 the number of Islamic banks rose to 166 with a total paid-up tier-one capital of $7.3 
billion, and total assets of $137 billion (Timewell, 1998). 
In the decades of 1960s and 1970s, interest-free banking attracted more attention, partly 
because of the political interest it created in Pakistan and partly because of the emergence 
of young Muslim economists. Works specifically devoted to this subject began to appear 
in this period. The first such work is that of Muhammad Uzair (1955). Another set of 
research works emerged in the late sixties and early seventies. Abdullah Al-Araby (1967), 
Nejatullah Siddiqi (1961, 1969), Al-Najjar (1971) and Baqir Al-Sadr (1961, 1974) were 
the main contributors. Chapra (2005) identified the four universally-cherished 
humanitarian goals, Needs fulfillment, Full employment, Equitable distribution and 
Economic stability, which are the goals of interest free banking and finance also. 
At the outset, it must be clear that Islam as a comprehensive way of life has its own broad 
and flexible economic principles which permit Muslims to construct their ideal economy 
irrespective of time and place (Siddiqi, 1970). Islamic banking is based upon the principle 
that the use of Riba (interest) is prohibited. This prohibition is based upon Sharia'hl ruling, 
Since Muslims cannot receive or pay interest, they are unable to conduct business with 
' 	conventional banks (Gerrard and Cunningham, 1997). To service this niche market, Islamic 
1 Islamic laws 
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financial institutions have developed a range of halal2 interest-free financing instruments 
that conform to Sharia'h ruling, and therefore are acceptable to their clients (Malaysian 
Business, December 16, 2001). 
There is a common understanding among business management researchers that, the rapid 
growth of Islamic banking at the time when the ethical banking movement is gathering new 
momentum is not a matter of sheer coincidence. From its humble start in Egypt in 1963 
and its sporadic progress in 1970s, the Islamic banking has grown notably in size and 
number in the 1980s and 1990s. Most researchers including Dhumale and Sapcanin (1999), 
Lewison (1999), and. Scott (2008) are of the view that Islamic banking actually rides on 
the crest of the world's renewed interest in the ideas of ethical banking. Islamic banking 
has shown its stability during the financial crisis and maintained a phenomenal growth rate 
throughout (Scott, 2007). Islamic banks and non-banking financial institutions are started 
on a small scale are now in operation even on more intensive scale. 
Taylor (2002) estimated that by 2002 Islamic banks accounted for around $250 billion in 
assets, and that this figure was expected to grow in the subsequent years. The Muslim 
population forms the niche market that Islamic banking targets and Zineldin (1996) reports 
that this is a powerful market for customized goods and services as it has the highest income 
outside the Western World, Australia and Japan. Furthermore, its population that currently 
stands at 25% of the global population is growing rapidly. All these factors indicate that, 
unless something unusually catastrophic happens, Islamic banking will continue to be 
financially viable business as it has a growing effective market. The spread of Islamic 
banking in other parts of the world, among non-traditional Muslim population puts this 
system of banking in stronger position regarding financial viability (Hassan and Ahmad, 
2002). 
Islamic banks offer savings and time deposits in the form of investment accounts under the 
system of Mudaraba. The depositors of such accounts share profits and/or losses of the 
institutions under an agreed-upon formula (Siddiqui, 1991). Islamic banking, on one hand, 
is being regarded to have the fastest growing market, while on the other hand, it is not free 
2 Products that fulfill the criteria laid out by Islam of being acceptable for use. 
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from issues, problems, and challenges. Numerous studies have been conducted since the 
inception of the modem Islamic banking and finance. Conceptual issues underlying interest 
free financing (Ahmad 1980, Karsten, 1982) have been the prime focus of these previous 
studies on Islamic banks. It is hard to find enough coverage in the existing literature on the 
issues of viability of Islamic banks and ability to mobilize savings, pool risk and facilitate 
transactions (Hassan & Bashir, 2003). However, there are few studies that have focused on 
policy implications of eliminating interest payments (Khan, 1986 and Khan & Mirakhor, 
2005). Abdus Samad (2004) in his paper examines the comparative performance of 
Bahrain's interest-free Islamic banks and the interest-based conventional commercial 
banks during the post-Gulf war period 1991-2001. Using nine financial ratios in measuring 
the performances with respect to (a) profitability, (b) liquidity risk, and (c) credit risk, and 
applying Student's t-test to these financial ratios, the paper concludes that there exists a 
significant difference in credit performance between the two sets of banks. However, the 
study finds no major difference in profitability and liquidity performances between Islamic 
banks and conventional banks. 
In 2008 the size of the global Islamic banking industry was estimated to be $820 billion. 
Now it is closer to $1.35 trillion according to Global Islamic Finance Report (GIFR3), and 
is expected to cross $1.6 trillion before the end of the current fiscal year. The Islamic 
financial industry now comprises 430 Islamic banks and financial institutions and around 
191 conventional banks having Islamic banking windows operating in more than 75 
countries, according to the GIFR. 
2.2 Islamic Banking in some of the non-Islamic Countries 
The Islamic finance industry has moved beyond borders and religion. Outside the key 
Muslim countries, there's been significant growth of this industry in the United Kingdom, 
Australia, Hong Kong, Korea, and United States. Since the first Islamic bank, Dubai 
Islamic Bank, was established in1975, global finance institutions such as Citigroup, HSBC 
and Standard Chartered have formed affiliates devoted to Islamic fmance. Islamic financial 
services are currently very popular among the non-Muslims in different parts of the world 
3 Available at www.gifr.net 
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(Knight, 2007). Unlike conventional banking, Islamic banking runs under the principles of 
partnership, mutual solidarity and reciprocal social development (Dusuki and Abdullah, 
2007; Ahmed, 2000, Ali & Sarker, 1996). 
United Kingdom 
In the United Kingdom, Albaraka Bank - established a branch in London by the end of the 
1980s and thus became the first Islamic bank to operate in the United Kingdom with a 
banking license (Engzell, 2008). Some of the most important developments in Islamic 
finance are taking place in the United Kingdom which have overtaken all other G8 
countries in placing itself as a leader in Islamic finance. London's role in Islamic finance 
came to the fore in the early 2000s, when regulators and policymakers brought in reforms 
that eased the use of sharia-compliant products (Financial Times/UK, July 3, 2013). In 
anticipation of the estimated growth of Islamic finance and the challenges it would bring 
for the UK regulatory system, the Financial Services Authority (FSA) in the United 
Kingdom began preliminary work on the subject in 2002 (Engzell, 2008). 
The UK has three licensed Islamic banks, and 22 traditional banks now offer Islamic 
banking services. Notable market participants include HSBC, Royal Bank of Scotland and 
Barclays as well as the London arm of Citigroup (Wilson, 2000). Under the Finance Act 
2003, the UK government introduced relief to prevent double payment of Stamp Duty Land 
Tax on Islamic mortgages, both on the purchase of the property by the bank and on the 
transfer of the property by the bank to the customer at the end of the mortgage.  
Islamic Bank of Britain (IBB) was the first Islamic bank in the United Kingdom in the 21 S~ 
century, established in 2004. It was followed by the European Islamic Investment Bank 
(EIIB) which was incorporated in 2005 and authorized in 2006. A third bank, Bank of 
London and the Middle East (BLME) was incorporated in 2006 and authorized in 2007 
(Nizami, 2011). 
Singapore 
Islamic banking is likely to introduce into the Singapore in the near future. This possibility 
arises for two main reasons. First, neighbouring Malaysia and Indonesia have already  
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successfully introduced Islamic banking into their financial services sector. As Singapore 
is a major provider of financial services in South East Asia, to compete for Muslim sourced 
deposits on an equal basis would require Islamic banking to be made available in 
Singapore. Second, Singapore's Finance Minister, in mid-June 1994, announced that 
commercial banks would be permitted, if they felt it was viable to do so, to set up Islamic 
banking operations (Gerrard and Cunningham, 1997). 
The Monetary Authority of Singapore (MAS) is to accommodate Islamic finance within 
the existing conventional regulatory framework and to level the playing field by ensuring 
the neutrality of regulations where Islamic financing is similar to conventional financing 
in economic substance and (Suleman, 2011). Singapore government had issued the 
Banking (Amendment) Regulations 2005 to exempt Murabaha financing from the 
restriction in the Singaporean Banking Act against non-financial activities. 
In 2009, Singapore passed legislation allowing Singapore-based banks to enter into 
diminishing Musharaka financing and spot Murabaha transactions. In addition, MAS has 
recently published extensive guidelines providing banks with guidance on the regulation 
of Islamic banking in Singapore (www.mas.gov.sg)4. It is expected that these changes will 
allow banks to carry out a wide range of Islamic financing activities, and to have greater 
flexibility in structuring instruments to meet their risk management needs. 
Hong Kong 
Hong Kong being the third largest International Financial Centre aims to become an Asian 
Hub for Islamic Finance (http://islamicbanking-malaysia.com). Hong Kong recognised as 
gateway to investing in China is attracting Sharia'h based financing to invest petrodollars 
through Sharia'h Compliant investments in China (http://www.zawya.com). Hang Seng 
Bank launched Hong Kong's first Islamic vehicle fund- Hang Seng Islamic China Index 
Fund (bank.hangseng.com). The Hong Kong Airport Authority considered a sukuk 
issuance for its development as per a study byVizcaino (2012). 
4 http)/www,mas.gov,sglnews-and-publications/press-releasest2CO9/mas-issues-guidelines-on-the-application-of-banking-regulations-
to-islamic-banking.aspx 
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The Hong Kong Monetary Authority has formed a working group in coordination with 
the Dubai International Financial Centre to promote the mutual development of Islamic 
finance and financial market infrastructure. Hong Leong Islamic Bank (HLISB) is a wholly 
owned subsidiary of Hong Leong Bank (HLB). While it began as the Islamic Banking arm 
of HLB, it was eventually incorporated as a separate entity on 28 March 2005 and is today 
a full-fledged Islamic Bank. In March 2009, Hong Kong announced its budget, claiming 
that the Hong Kong special administrative Region government would send a draft law to 
the Legislative Council later in the year, aimed at creating a level playing field between 
Islamic financial products and conventional ones. In 2009, the Hong Kong Monetary 
Authority also signed a Memorandum of Understanding with Bank Negara Malaysia on 
co-operation in the development of the financial services industry, particularly in the area 
of Islamic finance (Bank Negara Malaysia Press Statements)'. Hong Kong monetary 
Authority is also an associate member of International Financial Services Board (IFSB) 
Malaysia. 
Japan 
In 2007, the Bank of Japan joined the Islamic Financial Services Board as an Observer 
Member (Press Release, Bank of Japan September 14, 2007)6. In December 2008, the 
Financial Services Agency of Japan amended the banking regulations to allow subsidiaries 
of Japanese banks to engage in Islamic financial transactions. Huge potential for Islamic 
Finance among Japanese utilities, especially in the power, electricity, oil and natural gas 
sections. The utilities also have huge potential to issue sukuk and other Sharia'h-compliant 
securities. State owned Japanese Bank for International Cooperation (JBIC) is in the 
process of issuing $100 million Islamic bonds. 
United States of America 
Islamic banking is a growing option in America as various Islamic banks pop up across the 
country to service those who wish to preserve Sharia'h law or those who just want to use 
an Islamic bank (Harress, 2013). Today, the United States is home to at least nineteen 
Available at http://www.brnn.gov.my/index.php?ch=8&pg=14&ac=1915 accessed on 26.07.2013. 
6 Available at www.boj.or.jp/cniannouncements/release_2007/unO7O9a,pdf accessed on 26.07.2013. 
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providers of Islamic banking products and services, including . retail banks, investment 
banks, mortgage companies, investment advisors and community-based finance providers 
(Shayesteh, 2009). Office of the Comptroller of Currency (OCC), Administrator of 
National Banks approved Sharia'h compliant banking products of Islamic leasing and 
Murabaha, to be a part of U.S business of banking practice way back in 1990s. Citigroup 
and HSBC operate Islamic Windows. HSBC has Master Money and Debit Master Card for 
Sharia'h based customers. From a policy perspective, US regulators may have an interest 
in accommodating the growth of Islamic banking as a means of providing banking services 
to the unbanked population. For example, many Muslims in the country currently do not 
bank at a conventional bank because doing so violates Shari'ah restrictions on the receipt 
and payment of interest. US regulatory involvement with Islamic-centric banks or banks 
that seek to offer Islamic products and services would be seen as a means to enhance 
community development activities in such unbanked segments (Shayesteh, 2009). 
France 
France has 5 million Muslims making it Western Europe's largest Muslim community 
(Grim & Karim, 2011). Following a round table discussion with important industry 
participants in May 2008, the French Ministry of Economy and Industry (the Autorite des 
Marches Financiers authority or AMF) announced regulatory and tax changes to facilitate 
Islamic finance in France, including changes related to sukuk listings in France, the tax 
treatment of Islamic finance transactions and the introduction of trusts (fiducie) into French 
law which form the central basis for modem sukuk transactions. 
In 2008, the French Ministry of Economy, Industry and Employment and the AMF 
announced significant tax and regulatory changes aimed at boosting Islamic finance in 
France. These changes relate to the listing of sukuk in France and the tax treatment of 
Islamic financial transactions so as to create a level playing ground. Later in 2008, France 
witnessed the establishment of the first Sharia'h Committee for Islamic finance which 
comprises members of Audit, Compliance and Research in Islamic Finance (ACERFI). On 
September 17, 2009, French parliament passed legislation to make issuance of Skuk-
Sharia'h compliant bonds for 1 Billion euro (Anderson, 2010). It was interpreted as an 
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important step towards developing Islamic finance in France. There is great potential for 
growth in the field of Islamic financial services in France, since France seeks to become a 
hub for Islamic banking in Europe. It noted that 1.5 million clients are willing to use Islamic 
banking tools and products, which equals USD 18.2 billion. In addition, French authorities 
have offered strong support to develop Islamic banking services (Zawya, April 17, 2012). 
China 
There are the nearly 20 million Muslims in China. China's Islamic finance sector is still in 
embryonic stage as there is yet to be a major breakthrough on the regulatory front to allow 
the industry to flourish7. China's Banking Regulatory Commission had given approval to 
Bank of Ningxia to undertake an Islamic financial services project (Cheng, 2009). 
According to suggestions from regulatory bodies, the bank is likely set up a special 
department or create special service windows in its branches capable of providing Islamic 
financial services. 
Thailand 
Islamic banking is fast catching on in Thailand, which has a sizeable Muslim population in 
the south of the country. The Islamic banking system in Thailand first started when the 
Government Savings Bank (GSB) introduced the `Islamic window' concept in 1998. 
Similar method was also implemented by the Bank for Agriculture and Agricultural 
Cooperatives (BAAC) in 1999 and followed by the introduction of `Islamic Branch' by 
Krung Thai Bank in 2001., The Islamic banking system expanded further when Islamic 
Bank of Thailand was established by the Thai government in 2003 (Haron & Yamirudeng, 
2003). 
Islamic Bank of Thailand commenced operations in June 2003 with a paid-up capital of I 
billion baht and had its head quarter also the first branch in Klongton. The Bank continued 
to open branches especially in Bangkok and Southern provinces and by the end of 2005 
the Bank had a total of 9 branches. The expansion of the Bank's business continued through 
the acquisition of Sharia'h Banking Services of Krung Thai Bank Public Company limited, 
7 http:l/wr w.kfhresearch.congproduct/islamic-finance-china-8-march-2013-0 
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in November 2005. It was conducted under the government's policy and that generated the 
number of branches increased from 18 to 27. To facilitate the growing business and 
increase competitive effectiveness the Bank relocated its head quarter from Klongton to 
Asoke, prime business area, in August 2005 (http://www.ibank.co.th). 
Australia 
There are more than 281,000 Muslims in Australia, which is equivalent to 2.2 per cent of 
the total Australian population (Australian Census, 2012-13 8).  The first attempt to 
introduce Islamic financing products in Australia was made by the Muslim Community 
Co-operative Australia (MCCA) (Saeed, 2001). Now, over $650 million in finance 
facilitated for through MCCA in Australia, Islamic Finance in Australia is due to enter a 
new era of growth, prosperity and opportunity (Two Decades of Growth, MCCA Article, 
2013). 
The National Australia Bank will structure an Islam-approved line of finance to make 
money from alternative methods. These include profit-sharing on the transaction, joint-
ventures or leasing-type arrangements. For the trial's purposes NAB will channelize $15 
million from its not-for-profit finance division into the program, which will distribute the 
funds through various community finance schemes around the country. The bank will 
monitor the take-up and assess potential demand. The organisation began in 1989 with AU 
$ 22,300 worth of seeding capital and by 2003 had 5,600 members and deposits worth AU 
$ 24m (Butterly, 2003). Majority of the MCCA members are from Melbourne and Sydney 
where the organisation has a physical presence. In 2001 another organisation, Iskan 
Finance, started providing Sharia'h compliant home financing options (Iskan Finance, 
2004). 
Sri Lanka 
Sri Lanka is one of the few non-Islamic countries to have legislation for the Islamic banking 
sector. Following amendments to the Banking Act No 30 of 1988 in March 2005, there is 
now adequate flexibility for conventional banks to establish Islamic banking windows and 
a Available at http:f/www.abs.gov.aulausstatstabs(a3.nsftookup/2071.Dmain+features902012-2013 
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launch Islamic financial products. Single legislation and regulator for. banking system: 
Banking Act No.33 of 1988 and the Central Bank of Sri Lanka (CBSL). Banking Act was 
amended in 2005 to insert provisions on Islamic banking in Schedule II and IV (Farook, 
2007). CBSL issued a directive on Islamic banking in 2005. Amana Investment Limited 
and Ceylinco Islamic Investment Corporation are the two Shariah compliant institutions in 
Sri Lanka. There is no explicit provision on the Shariah governance framework. 
Amana Investments, established in 1997, leads the country's Islamic financial services 
market (www.amanabank.Ik). Its subsidiary Amana Takaful Ltd (ATL) began operations 
in June 1999 and is acknowledged as the market leader for Takaful services (commonly 
perceived as the Islamic alternative to conventional insurance). ATL was listed on the 
Colombo Stock Exchange in late 2006 (www.takaful.lk/). CIIC made its entry in 2003 and 
is fully backed by Ceylinco Insurance, one of the Ieading conventional insurance providers 
in Sri Lanka. CIIC offers both selected Sharia'h compliant and Takaful products 
(www.ceylinco-insurance.com). 
Belgium 
Luxembourg over the last few years has been slowly working toward establishing itself as 
an Islamic finance hub. Indeed, the Duchy has been the laboratory for Islamic finance in 
Europe since the late 1970s and early 1980s way before London. Today, there are some 15 
sukuk listed on the Luxembourg Stock Exchange with a combined value of 5 billion Euros; 
and over 40 Islamic investment funds, largely equity funds domiciled in Luxembourg. As  
a further statement of intent, not surprisingly, in November 2009 the Duchy became the 
first European country to become an associate member of the Islamic Financial Services 
Board (IFSB), the prudential standard setting body for global Islamic finance. This is 
impressive given the fact that both the Financial Services Authority (FSA) in the UK and 
the Central Bank of France have both resisted in acceding to membership of the IFSB, 
whose other members include the IMF, Bank of China and the Monetary Authority of 
Singapore (Mushtak & Marc, 2010). 
In April 2008, the government set up a multi-disciplinary task force charged with 
identifying obstacles to the development of Islamic finance in Luxembourg and ways to 
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support its growth. Working groups on Islamic finance were also formed by the 
Luxembourg Investment Fund Association (ALFI) and Luxembourg for Finance (LFF). 
The government, revealed Mersch, has also instructed the tax authorities to come up with 
proposals to have a level playing field and ensure tax neutrality for Sharia'h-compliant 
transactions (essentially sukuk and Murabaha). Moroccan bank Chaabi is considering 
launching Sharia bank accounts in Belgium (La Libre Belgique). In February 2010, a 
circular from the Director of Contributions, the Luxembourg tax authority, describes the 
major principles and contracts of Islamic finance and their respective tax treatment 
(Mushtak & Marc, 2010). In 2009, a major German bank also domiciled its new Islamic 
finance platform in Luxembourg called Al Mi'yar to facilitate the issuance of Sharia'h-
compliant securities. To further boost its Islamic finance credentials, Luxembourg recently 
signed double tax treaties with the United Arab Emirates, Qatar, Kuwait and Bahrain. This, 
in addition to 56 existing tax treaties that include several Islamic countries. On January 12, 
2010 Luxembourg for Finance also signed memorandum of understanding with Bahrain 
and the Dubai International Financial centre to foster strong existing business relationship 
and father enhance bilateral cooperation and wide-ranging industry development, 
including in Islamic finance. 
Germany 
Germany has one of the largest Muslim population in Western Europe. About 3.5 million 
Muslims live in Germany with 70% of them originally from Turkey. In 2010, asset 
manager Meridio launched an Islamic fund in Germany that has since been liquidated 
because of insufficient demand, which was also the fate of one launched by Commerzbank 
in 2005 (Gulfnews.com). 
Germany is likely to taste the benefits of Islamic Finance, as Bank Kuveyt Turk, based in 
Istanbul, is planning to set up the first Islamic bank in the country to tap into a potential 
market of more than four million Muslims (Islamic Finance Today, September 11, 2012). 
The first branch in Germany will be opened in Frankfurt with the assistance of Ernst & 
Young and the Norton Rose law firm. More branches are due to open in the near future in 
other German cities, particularly Berlin, the Financial Times Deutschland reported (RT, 
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August 30, 2012). In May 2012, Malaysian asset manager CIMB Principal Islamic started 
marketing a sharia-compliant fund in Germany. The market potential for Islamic 
investment products in Germany is estimated at €1.2 billion ($1.5 billion) annually by the 
Institute for Islamic Banking and Finance in Frankfurt (IFIBAF). But only 2-5 per cent of 
Muslims surveyed by the federation of savings banks in the German region of Westphalen-
Lippe expressed interest in sharia-compliant finance (Gulfnews.com). 
Nigeria 
In the past, banks in Nigeria have attempted servicing the unique needs of their Muslim 
customers (Aburime, 2008).The current trend is directed toward the emergence of Islamic 
banks sometime in the near future to meet the needs of the devout Muslim populace. 
Strategic foreign investors, eyeing stakes in Nigeria's financial sector, recently requested 
from the Central Bank of Nigeria (CBN), details of regulations governing operations of 
Islamic banking in Nigeria (Shady, 2008). Muslim economic bigwigs in Nigeria are also 
attempting to promote Jaiz Bank Nigeria, a full-fledged Islamic bank (Sunmonu, 2008). 
For the first time, the Nigerian Bar Association (NBA) Section on Business Law had a 
session on Islamic Business Law at its 2008 annual conference. 
Islamic banking is currently offered by Standard Bank's Nigerian unit, Stanbic IBTC, and 
Abuja based Jaiz Bank, though sterling Bank has been granted approval in principle by the 
CBN to commence operations. One of the listed Islamic products, Sukuk, could come to 
the market soon, after rules for their issuance were approved in March by the Securities  
Commission; cocoa-producing Osun State plans the country's first such issuance9. 
So, it can be summarized by analyzing the status of Islamic banking in different Muslim 
minority countries that these countries have adapted their legal, regulatory and taxation 
issues to accommodate Islamic banking system. All these all measures are not to please 
minority Muslim communities in their respective countries but to get the benefit of fastest 
growing Islamic banking and financial system. 
9 http://www.ventures-africa.conV2Ot3/08/islamic-banking-would-service-80-million-muslims-in-nigerial 
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The nations which have allowed Islamic finance were not lovers of Islam. For example 
France allowed Islamic finance but in the same month it banned hijab. Different countries 
and people are attracted towards Islamic finance for the sake of financial stability. Islamic 
finance is all about the real economic activity, it doesn't allow gambling with the money, 
in this way it will be in the larger interest and welfare of the people. 
Fig 2.1: Country-level decomposition of Sharia'h- Compliant Assets, 2011 
SOURCE: The Banker top 500 Islamic financial institutions survey research findings 
Several studies indicate a rapid growth in this sector. Estimating the size of this market is 
complicated by the rapid growth across several markets and untangling assets that are 
frequently included in both Islamic and conventional accounts within a single bank. 
Around 20% growth is reported by most of the studies which is higher than the growth of 
conventional banking system. Bahrain, Dubai/UAE and Kuala Lumpur are the main centers 
for Islamic banking and financial services. Riyadh, Qatar, and Singapore are also not very 
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much behind. London and Paris are aspiring to become the centers for Islamic finance in 
Europe. In Bangladesh, nine local and foreign private interest-based conventional banks 
have taken the initiative of providing limited Islamic banking services within their 
prevailing conventional setup. Excepting Islamic banks, 20 branches of these nine 
conventional banks are rendering Islamic banking services through their selected branches 
and Islamic banking counters respectively to deal with the Islamic banking business 
parallel to their conventional operations (Rashid et. al., 2009). 
Some people to claim its superiority (over conventional banking) before time. Practically, 
superiority is not a matter of mere claim, it calls for proof over time. What so far has been 
proved in fifty years is that Islamic banking is no more a wishful thinking. Banking without 
interest is a reality now. Superiority of a broad concept at the primitive stage is to be 
adjudged on a case to case basis. Thereafter, the fate of the concept or system will be 
determined in done course of time, by encountering challenges that may be raised one after 
another. 
Islamic banking focuses on transparency, cooperative ventures, shared risk and ethical 
investing which attracts a wide range of both Muslims and Non-Muslims alike. It is not 
easy for anyone to the ignore advantages of Islamic banking. One in five applicants for 
some of the Islamic products are non-Muslims in Islamic Bank of Britain. In Malaysia, 
more than 40% of the investors & 60% borrowers are non-Muslims, mostly Chinese, in 
Islamic banks. In Kenya, a predominately non-Muslims country, banks such as Gulf 
African Bank have indicated that as much as 20% of their customer base is Non-Muslims. 
Similarly the unbanked population is also declining, as access to finance is made more 
convenient. 
Many of the Underlying principles investment strategies and objectives in the Ave Maria 
Catholic Values Fund are strikingly similar to those of Islamic alternatives (DiVanna, et. 
al, 2009). The ethical principles on which Islamic finance is based may bring banks closer 
to their clients and to the true spirit which should mark every financial service 
(TheVatican's official newspaper L'Osservatore Romano said in an article dated March 5, 
2009). 
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It is however worth mentioning that the success of any noble planning also depends to a 
great extent on the sincerity and competence of the people who are entrusted with the 
responsibility to implement the same. Periodic success is not final, it needs be retained and 
improved over time. So future will evaluate which banking system, conventional or Islamic 
banking, is superior. In the meantime both would continue to run in their respective ways. 
Islamic banking is not about propagating the religion of Islam, but about providing an 
alternative form of banking which is based on the universal value of social justice, and 
should thus be viewed positively. There is a misconception is that Islamic banking is for 
Muslims only. This is not true. In Malaysia, forty percent customers in Islamic banks are 
non-Muslims and in Britain twenty percent customers are non-Muslims. To a certain 
extent, the word Islamic is misunderstood by a large segment of the people and this is also 
due to misinformation spread by the media. 
2.3 Indian Scenario with Respect to Islamic Banking 
India's GDP (in USD terms) is expected to surpass that of the US before 2050, making it 
the world's second largest economy. A recent research study concluded that by 2015 
India's market cap is expected to grow to $2.6 trillion making India the fifth largest in the 
world. Its GDP is also expected to grow to $2.9 trillion and so India will be the world's 
eighth largest and fastest economy by 2015.1° 
With stock values in Bombay tripling since 2003, private banks forging ahead, and the 
Indian Reserve Bank maintaining its prudent stance on macroeconomic management, India 
has a reputation for robust financial institutions (Diana, 2006). India has 26 public sector 
banks, 20 private banks and 41 foreign banks. The total assets of the 40 listed banks, as on 
31 March, stood at Rs.71.64 trillion. But half of the country's population still does not have 
access to formal financial services and are dependent on informal money lenders 
(Unnikrishnan, 2012). 
The McKinsey Global Institute (MGI ) estimates that if the financial system could attract 
just half of the savings that households now invest elsewhere, it would add $7 billion each 
1° http://www.radianceweekly.coml241/6655/surest-remedy-of-corruption/2011-02-061islamic-finance/ 
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year to India's GDP, while reforms that direct more capital to the most dynamic areas of 
the economy could generate a further $19 billion of output a year (www.mckinsey.com). 
Indian households currently save 28% of their disposable income, high by international 
standards. But they invest only half their savings in financial assets. The rest goes to 
housing, and to machinery and equipment for India's 44 million tiny enterprises. In 2004-
05, Indian families also bought more than $10 billion of gold, making them the world's 
largest gold consumers. A measure of how much capital escapes the formal system is 
India's low financial depth. India's bank deposits, equities, and bonds represent just 160% 
of GDP, compared with 220% in China and 420% in Japan (Diana, 2006). 
Why does the financial system now channelize so much funding to low-performing 
investments? Largely it is because the government says it must be. Regulations require 
banks to hold 25% of their assets in government bonds. Government policy also requires 
banks to direct 36% of their loans to agriculture, household businesses, and a dozen or so 
other priority sectors. But directed loans have higher default rates and cost more to 
administer. As a result, India's banks restrict their total lending to just 60% of deposits, one 
of the lowest ratios in the world (Diana, 2006). 
India's financial institutions should be guided more by market signals and less by 
government fiat. That means lifting directed lending policies and restrictions on the asset 
holdings of banks and intermediaries. The state should begin selling its stakes in the state-
owned banks and ease regulation of the corporate bond market, provident funds, mutual 
funds, and insurance companies. A carefully integrated program of reforms would boost 
competition in India's financial system, raise its efficiency, and improve the way it allocates 
capital. That will let banks, insurance companies, and mutual funds create more attractive 
consumer financial products, which would help draw in a larger share of household 
savings, and make savers better off. 
2.3.1 Reserve Bank of India Data Report 
The non-availability of an interest-free banking option has distanced many Muslims from 
banking products and services. The Reserve Bank of India (RBI) data report for March 
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2010 indicates that banking participation in Muslim- concentrated districts is below the 
national average. 
Table 2.1 Banking narticination in Muslim-concentrated districts of India 
% of Number Number Population % of Bank 
District Muslim of of 2011   population offices per CD population 
2001 ffi O ces 
accounts 
(000) (Million) 
with bank million Ratio 
account population 
Anantnag 98.5 61 455 1.07 42.48 57 41.88 
(J&K) 
Dhubri 74.3 46 430 1.95 22.06 24 45.18 
(Assam) 
Malappuram 68.5 309 2,226 4.11 54.14 75 54.98 
(Kerala) 
Kishanganj 67.6 57 300 1.69 17.73 34 48.98 
(Bihar) 
Murshidabad 63.7 248 2,419 7.10 34.05 35 36.74 
(W Bengal) 
Rampur (UP) 49.1 125 842 2.34 36.04 54 67.96 
India 13.43 86,960 7,34,869 1,210.19 60.72 72 73.34 
(Adapted from Retanan, 2011) 
They lack in banking access, infrastructure availability and low credit-deposit (CD) ratio. 
The results were based on an analysis of six districts, which were selected from various 
states, with fifty per cent or more Muslim share in the population. The detailed analysis is 
given in the table 2.1. 
2.3.2 Sachar Committee Report (2006) 
The Rajinder Sachar Committee, appointed in 2005 by the Indian Prime Minister 
Manrnohan Singh, was commissioned to prepare a report on the latest social, economic and 
educational condition of the Muslim community of India. The committee was headed by 
the former Chief Justice of Delhi High Court Rajinder Sachar, including other six members. 
The committee prepared a report of 403 pages, and presented in the lower house (Lok 
Sabha) of the Indian Parliament on 30 November 200611. 
11 Report available at httpJJminorityaffairs.gov.in/sites/upload fiiles/moma/files/pdfs/sachar comm.pdf 
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The report is first of its kind revealing the backwardness of Indian Muslims, according to 
Sachar Committee report some of the major concerns are: 
✓ The status of Indian Muslims are below the conditions of Scheduled Castes and 
Scheduled Tribes. 
✓ The overall percentage of Muslims in bureaucracy in India is just 2.5% whereas 
Muslims constitute above 14% of Indian population. 
✓ Related to the existing economic condition of Muslims is the issue of providing 
legitimate support by state and private agencies for the members of the community to 
improve their position. One would like to examine the situation with regard to trends in the 
support system of existing instruments. Banks have been seen as an important source of 
credit to support citizens' economic and commercial ventures. The picture regarding bank 
loans to members of the minority is not bright, according to the findings of the Sachar 
Committee. It says that the share of Muslims in `amounts outstanding' is only 4.7 per cent. 
This figure is 6.5 per cent in the case of other minorities. Further, on an average the amount 
outstanding per account for Muslims is about half that of the other minorities and one-third 
of 'others'. 
✓ The pity is that, according to the report, many areas of Muslim concentration have 
been marked by many banks as `negative' or `red' zones where giving loans is not 
advisable. Something would, indeed, have to be done to put an end to such blanket bans, 
particularly in view of the Committee's finding that very large numbers of Muslims are 	r 
engaged in self-employment ventures. 
✓ The Reserve Bank of India's efforts at banking and credit facilities under the Prime 
Minister's 15-Point Program for the welfare of minorities have, according to the 
Committee's findings, mainly benefited minorities other than Muslims. 
✓ Apart from the formal banking sector there are two other institutions that are meant 
to extend loans to the disadvantaged for economic ventures: the National Minorities 
Development and Finance Corporation (NMDFC) and National Backward Classes Finance 
and Development Corporation (NBCFDC). For loans from the NMDFC, one has to obtain 
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a guarantee from the concerned State Government. According to the Committee, this is the 
biggest hurdle in the processing of loan applications. And members of minority 
communities are very adversely affected due to this factor. 
2.3.3 Raghuram Rajan Committee Report (2008) 
A high-profile committee on financial sector reforms, headed by International Monetary 
Fund former chief economist Raghuram Rajan. The committee had submitted its Report12 
to the Chairman of the planning commission, the prime minister of India, Dr. Manmohan 
Singh, on Sept 12th, 2008. The committee in the section India's future financial structure 
has included the following paragraph about Islamic banking in its report (Rajan, 2008); 
✓ While interest-free banking is provided in a limited manner through NBFCs and 
cooperatives, the Committee recommends that measures be taken to permit the delivery of 
interest-free finance on a larger scale, including through the banking system. This is in 
consonance with the objectives of inclusion and growth through innovation. The 
Committee believes that it would be possible, through appropriate measures, to create a 
framework for such products without any adverse systemic risk impact. 
✓ Another area that falls broadly in the ambit of financial infrastructure for inclusion 
is the provision of interest-free banking. Certain faiths prohibit the use of financial 
instruments that pay interest. The non-availability of interest-free banking products (where 
the return to the investor is tied to the bearing of risk, in accordance with the principles of 
their faith) results in some Indians, including those in the economically disadvantaged 
strata of society, not being able to access banking products and services due to reasons of 
faith. This non-availability also denies India access to substantial sources of savings from 
other countries in the region. 
2.3.4 Sinha Committee Report (2006) 
Reserve Bank of India had constituted a committee under the chairmanship of Anand 
Mohan Sinha (presently Deputy Governor, RBI) in 2006. The committee submitted its 
1z Available at http://planningcantmission,nic.in/reports/genrep/rrp fdcfsr all.pdf 
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report in 200713, recommending that under the current legal framework, Islamic Banking 
products cannot be permitted as these are against the basic principles of the Banking 
Regulation Act, 1949. Some major incongruities that the committee pointed out are the 
following: 
✓ Risk-sharing and participating in the business of customers forms the core of 
Islamic Banking which is not in accordance with the Banking Regulation Act, 1949; 
✓ Deposits placed by customers under conventional banking are guaranteed as to 
capital protection and agreed interest rate. However, in Islamic Banking the depositor bears 
considerable risk in certain bank accounts as to capital and return; 
✓ Equity participation which forms the basis of several Islamic Banking products Iike 
Musharakah will have to be examined on a case-by-case basis as per restrictions imposed 
under the Banking Regulation Act, 1949. 
✓ India will also have to analyze whether Islamic Finance will dilute the role of the 
Reserve Bank of India (RBI) and the Securities and Exchange Board of India (SEBI), and 
if so, how to mitigate the associated risks. 
✓ The Banking Regulation Act disallows products where the bank can invest the 
money in equity funds (in India, equity exposure is determined by a separate set of rules). 
✓ In view of asset ownership inherent in Islamic bonds and sale of such bonds from 
one customer to another there may be issues on stamp duty, central sales tax, and state tax 
laws which will open up a Pandora's Box requiring several changes across all states. India 
being a federal state will have difficulty in implementing a coherent taxation structure 
across all states to ensure compliance to Islamic Finance products. We are already facing 
huge challenges in implementing the Goods and Services Tax (GST) despite having a 
general consensus. 
" Report not available online. Provided by RBI on application under right to information act, 2005. 
✓ Islamic Finance regulators are facing challenges in introducing standards to ensure 
compliance with capital adequacy norms as required by Basel III norms. 
✓ Approval of the Sharia Board for every new product to be introduced has created a 
unique regulatory challenge and hence it requires a more mature governance regime. 
2.3.5 Supreme Court Judgment on Defining Banking regulation Act 149 (2010) 
Supreme Court judgement of Bench comprising Chief Justice of India S.H. Kapadia and 
Justice Swatanter Kumar, ICICI bank ltd. vs. Official Liquidator of ASP Star Industries 
Ltd and others (2010) 10 SCC 1-28interpreting RBI's statute in relation to 1949 act 
provides scope for Islamic banking. The court said that "Commercial and economic laws" 
like 1949 Act has to be interpreted with "External aids", "Subsequent events" as well as 
"Subsequent growth of law and new concepts "and "the 1949 Act leaves ample scope for 
banking companies to undertake such additional businesses as are not violative of 
prohibitive and restrictive statutory provisions like those contained in Ss. 8 and 9". This 
judgment provide ample guidance for RBI to formulate amendments to accommodate 
Islamic finance as done in UK, Singapore etc and allow level playing field for Islamic 
banks along with conventional banks. 
2.3.6 Kerala High Court Verdict on Islamic Finance (2011) 
The judgment of Kerala High Court dated 3rd February, 2011, dismissing the writ petition 
of Dr. Subrah.maniam Swami, a former minister of Union of India, who had requested the 
High Court to quash the order of the State Government of Kerala dated 14.10.2009. The 
order came from a Division Bench comprising Chief Justice J. Chalameswar and Justice P 
R Ramachandra Menon, which rejected petitions filed by Janata Party President 
Subramaniam Swamy and another. The petitioners contended that the state establishing a 
bank which will work on the principles of a religion will violate the principle of secularism 
enshrined in the Constitution. However, the court did not agree 
14 Available at http:/highcourtofkera!a.nie.inAl,R°/o2Olndex%2Oto%202411%20 Vol. 1.pdf 
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The said order of the state government that the petitioner sought to be quashed related to 
registration of a company with a contribution of Rs. 110 Lakhs (11% of the initial paid up 
Share Capital) by Kerala Industrial Development Corporation (KSIDC) for attracting 
investments `as per the Sharia'h. The judgement says that Sharia'h is the legal system based 
on the Quran and teachings of Prophet Muhammad (PBUH). 
The judgment says that "the respondents made an emphatic statement at the Bar that they 
are bound to follow each and every prescription of law of this country. In addition they 
also intend to observe certain principles of Sharia'h... the respondents propose to carry on 
the business of a `non-banking financial institution' in accordance with the laws of the land 
and in addition follow some principles of Sharia'h in carrying on such business. 
2.4 Islamic Banking in India 
Indians are among the pioneers of academic work in modem Islamic banking but due to 
some problems arising from time to time the concept of Islamic banking has not been 
implemented in the form of a full-fledged Islamic bank in the country. The core system of 
the interest-free banking, widely termed as the Islamic Banking System, is developed by 
economists of the Indian subcontinent but it is a fact that the region especially India has 
gained nothing from it. In India, Islamic banking is facing hurdles. There are efforts being 
made to establish a full fledge Islamic bank for the financial inclusion of the second largest 
population of the country which is reluctant of interest based investments. Islamic financial 
institutions exist in India, in the form of Non-banking financial institutions and Muslim 
Funds (Bagsiraj, 2002)). The first modem effort to establish interest free institutions in 
India can be traced back to 1890s in the southern India (Hamidullah, 1945). This was 
mainly a welfare association collecting donations and the hides of animals sacrificed during 
festivals from the public and providing interest free Ioans to the needy. Decade wise 
development of Islamic finance in India during 1920-2012 are discussed below. 
In the decade of 1920s, Writings initially started in reaction to colonial system of interest 
based finance. Later on Ulema's started focusing on Islamic economic principles and 
15 Sharia'h experts 
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system and its distinctiveness. Aujuman Imdad-e-Bahmi Qardh Bila Sud (Interest Free 
Credit Society), established in Hyderabad, in 1923 (The Hindu Business Line, March 
2007). In decade of 1930s, first book level on this subject is written by Maulana Hifzur-
Rahman Seoharvi, titled Islam Ka Iqtisadi Nizam (Economic System of Islam) in 1938. In 
1939, Patni Co-operative Credit Society, a Surat based institution, which still continues its 
business was established in Gujarat (Bagsiraj, 2000). 
The decade of 1940s witnessed academic work by different Indian scholars like, Islam and 
the Theory of Interest by Anwar Iqbal Qureshi published in 1946, IsIami Maashiat (Islamic 
Economics) by Syed Manazir Ahsan Geelani in 1947 and Islami Usool Par Banking 
(Banking on Islamic Principles) by Naiem Siddiqui in 1948. This decade is very important 
in Indian history as India got independence from colonial system and become an 
independent country but at same time got divided into two countries India and Pakistan. 
As far as Islamic banking is concern this decade is very important, in 1940 Muslim Fund 
Tanda Baoli, Rampur (a district in North India) was established (Khan & Nisar, 2002), 
however, partition of India badly affected academic & practical efforts in India because of 
migration of a large number of intellectuals and financial experts to Pakistan. Large scale 
communal riots also affected the working and further establishment of Islamic finance 
institutions in the country. Because of these reasons there is no remarkable development 
noticed in the decade of 1950s. 
In the next decade of 1960s, a landmark book in Islamic Banking was written in Urdu by 
Prof. M.N. Siddiqui titled 'Ghair Sudi Bank Kari' in 1969. This book was translated into 
English and published with title `Banking without interest'. Social and religious 
organizations like Jamiat-a-Ulama a-Hind and Jamat-e-Islami Hind again took the 
initiative in establishing interest free institutions. The first to be established then was 
Muslim Fund Deoband in the year 1961, which is still working with public deposits 
exceeding INR 90 milion (Khan & Nisar, 2002). Toor Baitul Mal, Hyderabad was 
established in 1966. 
Following decade of 1970s witnessed the first attempt to establish a nationwide interest 
free bank when Janta Party came in power in 1977. Then Reserve Bank of India had 
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declined this by giving the reason that any banking activity without interest is not feasible. 
Bait-un-Nasr, Urban Co-Operative Credit Society (BUN) India's largest and most 
professional Islamic financial institution was established in the year 1973. BUN is the 
largest Cooperative Credit Society in any of the Metros of India with more than 155050 
shareholders and 20 branches with deposits around Rs. 125 million and Ioan turnover of 
more than Rs. 365 million in the city of Mumbai alone (Dalvi, 1999). Muslim Fund 
Najibabad, was established in 1971. 
The next decade of 1980s had witnessed the formation of Barkat Investment Group in the 
year 1983. All India Council of Muslim Economic Upliftment (AICMEU) and Baitul Maal 
of Bombay were established in 1984, while Al-Ameen, Bangalore, started its business in 
1986. Syed Shariyat and Al-Baraka Finance House Ltd. (Now Al-Barr) were established 
in 1989. Baitul Islam and Assalam Finance and Investment were established in 1990. 
1990s is the decade of economic liberalization in India. Indian Association for Islamic 
Economics was established in 1990. This decade observed the, Starting of Islamic 
Economics Bulletin and Islamic Economics as elective paper at Aligarh Muslim 
University. A large number of Islamic finance companies opened nationwide followed by 
tragic Iosses and closure of several companies. Tata group launches India's first scheme in 
1996 targeting Muslim community's religious sentiments (Nisar, 2002). 
The years of 2011 and 2012 have been remarkable in many ways for Islamic finance in 
India. There have been at least half a dozen important developments including the launch 
of BSE TASIS Sharia'h 50 Index and the permission for Sharia'h compliant operation of 
an Islamic Finance company promoted by the Kerala State Industrial Development 
Corporation (KSIDC) of the government of Kerala with an initial capital of 1000 crores. 
KSIDC will have 11% share and remaining 89% from private investors. The company aims 
to grow into a full-fledged Global Islamic Bank. The Kerala government has got a go-
ahead from the Reserve Bank of India to launch a financial institution following the 
principles of Islamic finance. The company named as Cheraman Financial Services 
Limited (CFSL). A formal announcement on CFSL, the Iatest incarnation of Al Baraka 
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Financial Services, was made on August 17, 2013 (The Economic Times, August 18, 
2013). 
According to the information provided by the Federation of Interest Free Organization 
(FIFO) there are more than a hundred Muslim Funds in the country today. Of them, thirty 
Muslim Funds are the members of FIFO. Kerala high court had given a judgment in favor 
of Islamic banking. The verdict is significant in the sense that for the first time the court 
has ruled that it is not against secular concept of the Indian constitution to promote religion 
based finance like sharia based companies. This is a significant and historic judgment and 
in future will lead to Islamic banking in the great country that India is along with 
conventional banking. Indian Banking regulator, Reserve Bank of India is seeking approval 
from the government so as to allow the establishment of the first Islamic bank in the 
country. Turkey's Bank Asya has offered to setup Sharia'h compliant banking facilities in 
India (The Economic Times, March 22, 2011). 
So it may be summarized that Islamic banking practices started in India at the same time 
when it was initiated in other parts of the world. But due to political & social reasons and 
rigidness of the regulator it had not evolved much. On the theoretical parts contributions 
from Indians is many times more than those who are from countries where Islamic banking 
is in operation. Those who oppose Islamic banking and Finance argue that it targets only 
one section of society. This is neither right theoretically nor practically. Studies in UK, 
Malaysia and other countries indicate the popularity of Islamic banking among non-
Muslims due to its ethical or reliability dimensions. The religious dimension is not an 
important factor in determining the usage of services of Islamic banks. Even the marketers 
don't position themselves as a niche market meant only for Muslims. Those who argue that 
an economic system based on religion can't be propagated in a secular nation are at the risk 
of missing the advantages of joining the elite first movers. There are several factors 
inhibiting the full implementation of Islamic banking in India. The legal factor is there, the 
political factor, the social factor and even the economic factor. It is crucial to note that 
Islamic finance is "user agnostic", and is about business and way of doing business and not 
religion, nor favoring one religion over another religion, and not seeking to convert users 
to the religion itself. 
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Part II 
2.5 Consumer's Attitude towards Islamic Banking 
A. substantial literature on individual consumers' attitudes towards conventional banking 
and services is already in place, especially concerning bank selection criteria (or patronage) 
and customer satisfaction. Moreover, most of this work is focused on banking. However 
there are few studies on individual consumers' attitudes towards Islamic banks. 
Customers' perception has become an enduring research agenda in banking (Holliday, 
1996). As Prophet Muhammad (PBUH) said that Muslims must accomplish anything in 
the most scientific and artistic way (Othman & Owen, 2001), it is vital to consider quality 
aspects to enhance customer management in Islamic banking. 
Erol and EI-Bdour (1989) is considered to be the first study of individual consumers' 
attitudes towards Islamic banking. A self-administered questionnaire was used to ascertain 
the attitudes, behavior and patronage factors of bank customers (both Islamic and 
conventional). The study found that bank customers (at least in Jordan) were generally 
aware of Islamic banks and their methods. 
Later, Omer (1992) surveyed 300 Muslims in the UK on their patronage factors and 
awareness of Islamic financing methods. At the time, Sharia'h-compliant products and 
services were primarily available through Islamic fmance "windows" at conventional 
banks. The main finding was that a high level of ignorance prevailed among Muslims in 
the UK concerning Islamic finance principles. This is generally consistent with findings 
elsewhere in the Iiterature that Muslims living in a notionally Muslim country have a 
greater awareness and knowledge of Islamic banking than immigrant Muslims, Although 
UK Muslims were largely ill informed about Islamic methods of finance, religious 
motivation comprised the most significant factor in their strong preference for Islamic 
banking services. 
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Metwally (1996) also used factor analysis to study the attitudes of Muslims in three Arabic 
dual-banking systems (Kuwait, Saudi Arabia and Egypt) towards Islamic banking. The 
results indicated that Islamic banks did not significantly differ from conventional banks in 
the benefits and costs of bank products and services and that Islamic banks equaled 
conventional bank in terms of staff competency and speed of the services. On this basis, 
and similarly to Omer (1992), it was concluded that religion was the primary factor in the 
choice of an Islamic banking institution. 
In Egypt, Hegazy (1995) compared the demographic profiles of four hundred customers of 
two banks: the Faisal Islamic Bank and the (conventional) Bank of Commerce and 
Development. The results showed that 98.8 percent of the Islamic bank's customers were 
Muslims married with children, while 32,4 percent of the conventional bank's customers 
were Christians and 54.3 percent were Muslims. This suggested that the choice of an 
Islamic bank is based, in part, on a religious motivation. 
Haron et al. (1994) Iikewise highlighted the differences in the patronage of Islamic and 
conventional banks in their study of Muslims and non-Muslims in Malaysia. Two 
subsequent studies also examined perceptions of Islamic banking in Malaysia — generally 
viewed as the largest center for Islamic finance outside the Middle East. 
Hamid and Azmin (2001) focused on the awareness of Malaysian customers towards 
Islamic banking within the context of the wider promotion of Islamic education. They 
found that most Malaysians did not differentiate between Islamic and conventional bank 
products and services, though the majority had sufficient knowledge of the existence and 
services offered by Islamic banks in Malaysia. Moreover, even though half of the 
respondents of this study dealt with Islamic banks, they were in need of extra understanding 
of Islamic banks' products. Subsequently, Zainuddin et al. (2004) also surveyed Malaysian 
bank customers to illustrate the different perceptions of users and non-users of Islamic 
banking services. 
In Singapore, Gerrard and Cunningham (1997) also considered attitudes towards Islamic 
banking, though in the context of a banking system where no Islamic banks were yet 
present. While the survey results showed, as expected, that non-Muslims were completely 
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unaware of Islamic methods of fmance, Muslims fared little better. Once again, fast and 
efficient service and confidentiality were the primary motivations for bank selection as in 
Haron et al. (1994) study of Malaysian bank customers. 
Metwally (2002) considered the role of socioeconomic and demographic characteristics in 
the process of bank selection in Qatar. Two studies on the perceptions and understanding 
of Islamic finance deserve special note. In the first, Bley and Kuehn (2004) surveyed 
business students' knowledge of financial aspects of Islamic and conventional banks in the 
United Arab Emirates (Sharjah). A fmding was that while Arabic Muslims displayed a high 
level of knowledge of Islamic financial terms and concepts, non-Arabic Muslims students 
had a higher level of knowledge of conventional banking. Study found that most students' 
banking knowledge was generally at a low level. Satisfaction on Islamic banking differs 
largely among different customer groups i.e. corporate customers, students etc. 
Ahmad and Haron (2002) examined the attitude of the corporate customers towards Islamic 
banking in Malaysia. They surveyed 100 respondents and found that average 55% of the 
respondents pointed religion as the premier reason behind selecting of Islamic banking. 
However, about 75% think that Malaysian government should promote Islamic banking 
through marketing channels. 
The second study of note is the work on customer satisfaction with interest-free banking 
and bank selection criteria in Turkey by Okumkus (2005). The analysis itself focused on 
the degree of satisfaction and awareness of customers dealing with Special Finance Houses 
offering Islamic banking products services. 
Information on consumers' characteristics and behaviors is very important as one of the 
strategic efforts to develop Islamic banking. What is a consumer's characteristic and 
behavior? What factors are motivating this consumer to choose Islamic banking 
(Khoirunissa, 2003)? The existence of the relationship between economic and religious 
preferences proves that, in making decision, consumers wish to attain two satisfaction 
levels, i.e. satisfaction in the world and in the hereafter (Khoirunissa, 2003). 
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However, studies in Malaysia, UAE, Kuwait found non-religious"fa`cfvrs ike efficiency, 
cost-benefit etc. in conjunction with religion as the influential factors behind choosing an 
Islamic bank (Dusuki and Abdullah, 2007; Wilson, 1995; Ahmad and Haron, 2002; Kuehn 
and Bley, 2004, Owen and Othman, 2001; Metawa and Almossawi, 1998). 
Recently a study by Akhtar and Akhter (2011) is about the differences in the perception of 
university employees about Islamic banking in India. Differences were found in the level 
of awareness about Islamic banking as an alternative to conventional banking. 
Fundamentally, Muslims' objection on conventional banking system comes from the 
understanding that interest is equal to forbidden riba, besides the operational activities of 
the banking system, within which un-Islamic business activities exist. These activities 
include the channeling of fund to businesses concerning unlawful goods and services, the 
speculative activities (maysir), the unjust profit sharing for lenders and borrowers (jahala), 
and the uncertain contracts (gharar) (Iqbal, 1997). 
One of the concepts often discussed by economists these days is Islamic banking. This 
concept applies Islamic teachings in banking system, particularly related to interest free 
financial transactions (Caragata, 2000). There are several excellences in Islamic banking, 
so it can survive in a very difficult situation for banking industry (Khoirunissa, 2003). 
If Islamic banking management believes consumers' attitude is different, Islamic banking 
will have to attain the same profit level as that in conventional bank. However, if every 
consumer is also considered to have economic motive and expect more profit, Islamic 
banking will have to be able to compete with conventional bank. Information on 
consumers' characteristics and behaviors is very important for the development of Islamic 
banking. In order to understand consumers' characteristics and behaviors, this research is 
aimed at providing empirical evidence on their preferences toward Islamic banking and 
factors motivate them to save in Islamic banking (Khoirunissa, 2003). 
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Table 2.2: Summary of Literature Review of consumers for Attitude Towards Islamic Banking 
Author Methodology Variables Main findings 
Erol and El- Self- Demographic 	factors, Religion is not the primary motivation for 
Bdour (1989) administered bank 	services 	and customers dealing with Islamic banks. 
Questionnaire selected 	patronage More important factors are a fast and 
factors, efficient service, the bank's reputation 
and image, and confidentiality. 
Omer (1992) Self- Selected 	patronage High level of ignorance among UK 
administered factors. Muslims about Islamic finance principles. 
questionnaires. Religious 	reasons 	are 	the 	principle 
motivation for Muslims in the UK dealing 
with Islamic financial institutions. 
Heron, Self- Demographic 	factors, Muslims and non-Muslims have similar 
Ahmad administered bank 	services, 	selected perceptions in selecting bank services. 
and Planisek questionnaire patronage 	factors 	and Religious motivation is not the primary 
(1994) knowledge 	of 	Islamic motivation for Muslims in dealing with 
finance. Islamic banks. Both groups value the 
provision of fast service and the quality of 
services highly in their patronage factors. 
Most respondents have some awareness 
of Islamic banking but are unaware of 
specific methods and the differences 
MetwalIy Telephonic Selected 	patronage The most important factors in determining 
(1996) interviews, factors, 	including attitudes of Muslims towards Islamic 
religion, reputation, staff, banks 	are 	religion, 	convenience 	and 
statement, hours, profit, traditional services. Most Muslims within 
cost, 	easiness, 	speed, a dual banking system choose their banks 
branches, 	and for religious reasons. Islamic banks do not 
community. differ from conventional banks in the 
returns and costs offered to customers. 
Staff competence and speed of services of 
Islamic 	banks 	same 	as 	conventional 
banks. 
Gerrad 	and Structured Attitude of Muslims and Five significant differences were noted, 
Barton questionnaire non-Muslims and their the most relating to "being paid higher 
(1997) bank selection criteria. interest on savings". The desire to be paid 
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higher interest was far stronger with non- 
Muslims. 
Hamid and Hamid and Demographic factors and Majority of respondents know about the 
Azmin Aznvin (2001) knowledge questions. existence of Islamic banks in Malaysia. 
(2001) Self- Approximately 50% of respondents deal 
administered with Islamic bank but more than 60% of 
questionnaire respondents cannot differentiate between 
Islamic and conventional banks' products. 
Khoirunissa, Structured Economic 	motive 	and There 	are 	economic, 	religious, 	and 
(2003) questionnaire religious motive of bank external 	party 	factors 	motivating 
customers. consumers to save in Islamic banking and 
there is a relationship between economic 
and religious preferences in saving in 
Islamic banking. 
Zainuddin, Structured Socioeconomic and Most Islamic bank users were married, 
Jahya and questionnaire demographic factors, more than 30 years old with stable 
Ramayah Islamic banking incomes. Most non-users were single, 
(2004) product information aged less than 30 years earning low 
and perceptions of incomes. Spouse, friends and relatives, as 
Islamic banking. well 	as 	religion, 	impact on attitudes 
towards Islamic bank products. 
Okumus Self- Demographic 	factors, Most respondents agreed that religion was 
(2005) administered bank 	services 	and the primary reason for the use of 
questionnaire selected 	patronage Islamic 	bank products. 	A 	secondary 
factors of Islamic bank motivation 	was 	interest-free 	principle. 
customers. Most 
customers aware of basic Islamic products 
and services, but not more advanced 
Islamic financing techniques. More than 
90% of respondents satisfied with the 
services and products offered by Islamic 
banks. 
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Islamic consumer behavior is that referring to the boundaries of Islamic law, which is 
enabled/allowed for and which is prohibited/forbidden. Islamic consumers are enabled to 
fulfill their needs by utilizing resources on the earth and without being luxurious, because 
Islam frowns upon luxurious/ extravagant life (Chapra, 2000). 
In modem economics, the problem of choice is much dependent on individual behavior 
and possibly taking no account to the norms prevailing in the society. In Islamic economics, 
one do not reside in a position to distribute resources in the way they are willing to do. 
There is a serious ethical boundary based on principles derived from the Quran and Sunnah 
(Mannan, 1997). 
Metawa and Almossawi (1998) have given evidence that consumers' decision in choosing 
an Islamic bank is motivated by religious factors, where consumers emphasize their 
adherence to Islamic principles. Further, this decision also motivated by the factors of 
profit, families and friends, and a bank's location. These factors may be attributed to 
responder's characteristics, such as age, income, and education. 
Consumers choose an Islamic bank because of its quick and efficient services, its 
reputation, and its banking secrecy. Profit motive (economic factor) exists in choosing 
Islamic banking (Erol et. al, 1990). 
The result of research conducted by Naser, Jamal, and Al-Khatib (1999) indicates that 
factors motivating consumers to choose Islamic banking are bank reputation, religion, 
consumer's perception that Islamic banking do not only offering facility which is equal to 
conventional banking but also apply Islamic principle, and banking ability to take care of 
secrecy, as well as profit. At the same time, factors motivating consumers to choose both 
Islamic and conventional bank is to diversify investment and the limitation of Islamic 
banking branches and service time. Conclusion can be taken from this research is that 
consumers choose Islamic banking because of both religious factors and profit (economic 
factors). According to Gerrad and Cunningham (1997), Muslims and non-Muslims attitude 
in choosing Islamic banking is not significantly different, where they choose an Islamic 
bank because of its expeditious service, its secrecy, and its reputation and image, its light 
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costs of checking, as well as the availability of parking. In view of to these results, 
consumers choose Islamic banking because of economic factors. 
Moreover, the banks understand that customers will be loyal if they can produce greater 
value than competitors (Dawes and Swailes, 1999). In addition, higher profits will be 
earned by the banks if they can position themselves better than their competitors within a 
specific market (Davis 1995). Therefore, banks should focus on service quality as a core 
competitive strategy (Chaoprasert and Elsey, 2004). It is indeed true that delivery of high-
service quality to customers offers firms an opportunity to differentiate themselves in 
competitive markets (Karatepe et at, 2005). High quality of service leads to customer 
satisfaction and loyalty and greater willingness to suggest and or recommend to someone 
else, reduction in customer complaints, and improved customer retention rates to a great 
extent (Bitner, 1990; Headley and Miller, 1993; Zeithaml et al., 1996; Danaher, 1997). In 
recent years, academicians and practitioners have given more attention to this area as it 
assumed that service quality is a critical measure of firm performance ( Lassar et al., 2000; 
Yavas and Yasin, 2001; Andreassen and Olsen, 2008 and Wu & Liang, 2009). It can be 
noted that customers can perceive differences in the quality of service (Chaoprasert and 
Elsey, 2004). Moreover, customers evaluate banks' performance mainly on the basis of 
their personal contact and interaction (Gronroos, 1990). 
Several studies have been carried out by different researchers to find out the attitude of 
consumers towards Islamic banking in different parts of the world. They have tried to find 
out the main reasons which motivate consumers to deal with Islamic banks, awareness 
about the principles and terminologies used in Islamic banking. Some researchers have 
tried to find out the perception and the factors affecting the attitude of consumers towards 
Islamic banking. Researchers also have tried to find out the differences in consumer's 
attitude towards Islamic banking with respect to their demographic characteristics. There 
are differences in the findings of the studies conducted in Islamic and non-Islamic 
countries. 
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2.6 Research Gap 
Islamic banking is being regarded as a fastest growing market but, it is not free from issues, 
problems, and challenges. Numerous studies have been performed since the inception of 
the modem Islamic banking and finance. Conceptual issues underlying interest free 
financing (Ahmad 1981, Karsen 1982) have been the prime focus of these previous studies 
on Islamic banks. There is extensive coverage in the existing literature on the issues of 
viability of Islamic banks and ability to mobilize saving, pool risk and facilitate 
transactions. Adequate work is done by the Indian authors in the field of Islamic banking 
and finance. In Indian context most of the studies focuses on concept of Islamic banking 
its feasibility and effect of different factors on Islamic banking. There is lack of study 
finding out the main determinants of Islamic banking in India. 
There are a number of studies on determinants of commercial banking in India and abroad, 
but only a handful of studies Iook specifically at the Islamic banking sector. Previous 
studies conducted in this area were mainly centered to service quality, customer satisfaction 
with Islamic financial services, behavior of customers and their perception regarding 
existing services and policies of Islamic banks, knowledge of Islamic banking in 
Singapore, Jordan, U.K., Pakistan, Malaysia, Kuwait, Iran, and Indonesia etc. Ample 
literature is available for the concept of Islamic - baking, its practicality, models and its 
operations. Existing studies have focused on their respective countries or region. As a 
result, we lack a.holistic view in understanding the factors in Indian context. Also there is 
a lack of study to gauge the prospective customers' attitude towards Islamic banking in 
India. 
When one talk about Islamic banking in India, an important question that remains to be 
answered is what would be the ultimate fate of these banks. Thus, the factors which affect 
the introduction and operations of Islamic Banking in India need consideration. 
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Chapter Overview 
Every research needs a methodology to direct its way towards a cogent and comprehensive 
goal. Thus, a research methodology is the strategy, plan of action, process, or design lying 
behind the choice and use of particular methods and linking the choice and use of methods 
to the desired outcomes (Crotty,1998). 
This chapter details the statement of purpose, scope of the study, research objectives, 
research hypotheses and work plan for meeting research objectives. It also covers the 
essentials like method of structuring determinants, questionnaire development, sampling 
method and tools used for analysis. 
3.1 Statement of Purpose 
The study primarily aims to assess the challenges and opportunities for Islamic banks in 
India. For a large number of Muslims interest free banking may be a matter of their faith, 
but for the non-Muslims it has to address real issues like security, risk minimization, 
profitability etc. This study aims to fmd out the determinants of Islamic banking and 
prospects of Islamic banking in India. Further, it also aims to identify the determinants 
shaping the consumer attitude towards Islamic banking, which in turn will help the 
marketers to decide appropriate marketing strategy for Islamic banking in a multicultural 
country like India. The study also aims to measure the attitude of prospective consumers 
towards Islamic Banking in India. 
3.2 Scope of the Study 
The present study has been conducted keeping in view the recent developments with 
respect to the Islamic Banking around the globe. On one hand new Islamic banks are being 
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setup while the existing conventional banks are also coming up with Islamic banking 
windows to cater to the growing demand for Islamic banking products. This study is 
confined to look into the following aspects of Islamic banking. 
> Different factors affecting Islamic banking in India 
➢ Attitude of prospective consumers towards Islamic banking in India 
➢ Determinants in the implementation of Islamic banking in India 
> Acceptance level for Islamic banking in India 
3.3 Research Objective 
Primarily this research aims to explore and study the challenges and opportunities for 
Islamic banking in India for the sake of gaining clarity on the subject the study has been 
has been divided into in two parts. 
Part I: Qualitative study to identify the determinants of Islamic banking in India 
Part II: Empirical study to gauge the attitude of Indian consumers towards Islamic 
Banking. 
Based on this division the objectives of this study can be grouped into two categories: 
Category- I 
The first objective of this research is to identify the determinants of Islamic banking 
in India. 
This part of study has the following specific objectives: 
> To identify and rank the determinants of Islamic Banking in India 
> To find out the interaction among the identified determinants of Islamic banking in 
India. 
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Category- II 
The second objective of this study is to explore the attitude of Indians about Islamic 
Banking. 
This part of study has the following specific objectives: 
> To develop an instrument for the measurement of attitude of consumers towards 
Islamic banking in India. 
> To explore the differences in the attitude of respondents across demographic 
variables. 
> To come up with suggestions for the potential marketers of Islamic banking in India. 
3.4 	Methodology 
Pilot Study, Field surveey 
with structured 
questionnaire , ra 
Primary 
 
Personal 
[ntennew.of 
ex est5: 
Quantitative 
• Findings 	; , f 	Suggestions 
Secondary  
Literature 
Review; 
~ '; Reports 
Source: Developed by the researcher 
Fig 3.1 Research Design 
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3.4.1 Qualitative Study to find the Determinants of Islamic Banking in India 
A. key task for the marketers is to diagnose those drivers and barriers for Islamic banking 
which would be crucial to the introduction and survival of Islamic banking in India. Many 
determinants inhibit the adoption and implementation of Islamic Banking in India Because 
of these barriers, organizations are reluctant to introduce Islamic Banking in India. On the 
other hand, there are certain enablers which are helpful in the inception of Islamic Banking 
in India. Hence, the business managers in Islamic Banks are now required to identify, 
analyze and manage these barriers and enablers for the effective introduction of Islamic 
Banking in India. These determinants (i.e. barriers and enablers) not only affect the 
implementation process of Islamic Banking in India but also influence one another. 
Therefore, it is important to understand their nature and their mutual relationships. 
This part of the study utilizes the Interpretive Structural Modelling (ISM) technique to 
understand the mutual influences among the determinants of Islamic banking in India are 
identified. 
Interpretive Structural Modelling technique has been involved for analyzing the various 
barriers and enablers. Interpretive Structural Modelling is a methodology for identifying 
and summarizing relationships among specific elements, which define a problem or an 
issue (Warfield, 1974; Sage, 1977). It provides some means by which order can be imposed 
on the complexity of such elements (Ravi and Shankar, 2005). 
In this part of research, through ISM methodology, an attempted has been made to: 
• Prepare the ISM-based models of important determinants impacting the 
introduction and operation of Islamic banking in India for establishing the 
relationship among these elements. 
• Ascertain the driving power and dependence of different determinants for their 
respective categorization and implications in introduction and operation of Islamic 
banking in India. 
The insight gained from these models is likely to smoothen the adoption and operations of 
Islamic banking in India. By analyzing the determinants, this model may extract crucial 
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drivers which may affect Islamic Banking activities in India. It may be observed that there 
are some drivers, which have both high driving power and dependency, thus needs more 
attention by the decision makers. 
3.4.1.1 Identification of Determinants of Islamic Banking in India 
After a review of existing literature, personal interviews of the subject experts were 
conducted by the researcher through personal visit. Wherever personal visits were not 
possible interviews were conducted through e-mail or telephone. A mix of judgmental and 
snowball sampling was used for choosing experts. 
The following issues were discussed with the experts: 
➢ Islamic banking its advantages and disadvantages 
> Positive and negative factors for Islamic banking in India. 
> Their experience with current commercial banks 
Prospects, expected consumer base, acceptance by different segments, most 
feasible formats for Islamic banking in India. 
➢ The factors affecting consumers, regulators and other stake holders. 
> Economic, political, regional, religious issues related to such type of banking. 
Their perception about Islamic banking. 
Determinants already identified by the review of literature, were also discussed in detail 
with experts. Based on literature review and opinions of experts, top 12 determinants were 
selected for further analysis by Interpretive Structural Modelling (ISM) technique. 
3.4.1.2 Interpretive Structural Modelling Methodology 
In today's dynamic business world, individuals or groups are required to deal with various 
complex issues or systems. The intricacy of the issues or systems is due to the presence of 
a large number of mutually interacting variables. The presence of directly or indirectly 
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related variables complicates the structure of the system. It becomes difficult to deal with 
such a system in which structure is not clearly defined. Hence, it calls for a methodology, 
which aids in identifying a structure within a system. Interpretive structural modelling 
(ISM) is one such a methodology. Which helps to bring order and direction on the complex 
relationships among the variables of a system (Warfield, 1974; Sage, 1977). In this 
methodology, the value added is structural and information added (by the process) is zero 
(Farris and Sage 1975; Raj et al., 2007). Its most vital function is organizational. The ISM 
process transforms unclear, poorly articulated mental models of systems into visible and 
well defined models. ISM is an interactive learning process whereby a set of different, 
directly and indirectly related variables are structured into a comprehensive systemic model. 
The model so formed portrays the structure of a complex issue or problem in a carefully 
designed pattern implying graphics as well as words (Singh et al., 2003, Ravi and Shankar 
2005). 
The important characteristics of ISM are: a) interpretive b) structural c) modelling 
technique d) imposing order and direction and e) a group learning process. These 
characteristics are explained as follows: 
(a) Interpretive: The methodology is interpretive, because of the fact, that the group of 
experts decides whether and how the variables are related to each other. 
(b) Structural: It is structural too, as on the basis of relationship; an overall structure is 
extracted from the complex set of variables. 
(c) Modelling technique: The methodology is a modelling technique in which the specific 
relationships of the variables and the overall structure of the system under consideration 
are portrayed using digraph and words. 
(d) Order and direction: It helps to impose order and direction on the complexity of 
relationships among various elements of a system (Sage, 1977). 
(e) Group learning process: ISM is primarily intended as a group learning process, but it 
can also be used by individuals. 
In addition to the above characteristics, the ISM approach has two basic concepts, the 
concept of transitivity and reachability, which are essential to understand the ISM 
methodology (Raj et al., 2007). The concept of transitivity can be explained with the 
following example. If a variable p is related to q and q is related to r, then transitivity 
implies that variable p is necessarily related to r. The same is shown in Figure 3.2 
Transitivity is the basic assumption in ISM and is always used in this modelling approach 
(Farris & Sage 1975, Sharma et al., 1995). 
Source: Adapted from Sage 19', 
Fig. 3.2: Concept of Transitivity 
The reachability concept is the building block of ISM methodology. The identified 
variables are compared for their interrelation on a paired basis. This information is 
represented in the form of binary matrix. If variable p influences another variable q, then 
entry in the cell (p, q) of the reachability matrix is 1 and if variable p does not influence q, 
then entry in the cell (p, q) of the reachability matrix is 0. ISM methodology, mainly 
involves following two tasks: 
• Development of ISM model 
• MICMAC' analysis 
1  Matrice d'Impacts croises-multipication applique' an classment (cross-impact matrix multiplication 
applied to classification) is abbreviated as MICMAC. 
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3.4.1.3 Steps involved in Development of ISM Model 
Various steps involved in the ISM methodology for development of model for different 
variables are as follows: 
Step 1: Variables affecting the system under consideration are identified and listed, which 
can be objectives, actions, individuals, etc. A survey or group problem solving technique 
can be used for identification of the variables related to the defined problem. 
Step 2: From the variables identified in the first step, a contextual relationship is 
established among variables with respect to which the pairs of variables would be examined. 
Step 3: A structural self-interaction matrix (SSIM) is developed for variables, which 
indicates pair-wise relationships among variables of the system under consideration. 
Step 4: Initial reachability matrix is developed from the SSIM and the matrix is checked 
for transitivity to arrive at final reachability matrix. 
Step 5: The final reachability matrix obtained in step four is partitioned into different levels. 
Step 6: Subsequently, the final reachability matrix is converted into its conical form, i.e. 
with most zero (0) variables in the upper diagonal half of the matrix and most unitary (1) 
variables in the lower half. 
Step 7: Based on the relationships given above in the final reachability matrix, a directed 
graph (digraph) is generated by considering a set of points or elements and their 
interconnection according to a contextual relation. 
Step 8: After obtaining the digraph structural model corresponding to a given set of 
elements and a contextual relation, each point is replaced by a description of the point for 
the interpretive purposes and the result is denoted an Interpretive Structural Model ( Sage 
and Smith, 1977). 
Step 9: Finally, the ISM model developed in the eighth step is reviewed to check for any 
conceptual inconsistency and necessary modifications are made. 
4 
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The flow diagram for the construction of an ISM-based model is given as Fig 3.3. 
Listing of variables 
	 I literature review 
Establishing contextual relationships 	 Expert opinion 
among variables 
Developing Structural Self-Interaction 
Matrix 
I Developing reachabiiity matrix 
Developing the reachability in 
Its conical form 
Removing transitivity from the digraph 
	
I Developing digraph 	Necessary 
Modifications 
Ascertaining 	Yes 
Replacing variable nodes with relationship 	 Conceptual 
statements 	 Inconsistency 
NO 
Represent relationship statement into model 
(Source: Adapted from Attri el al., 2 
Figure 3.3: Flow Diagram for ISM-based Model 
3.4.1.4 MIC MAC Analysis 
The MICMAC principle is based on multiplication properties of matrices (Sharma et al., 
1995; Raj et al., 2007).The objective of the MICMAC analysis is to analyze the driving 
power and the dependence of the variables (Mandal and Deshmukh, 1994; Faisal et al,, 
2006). This is done to identify the key variables that drive the system in various categories. 
Based on their driving power and dependence power, the variables in the present case, are 
classified into four categories as follows: 
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1. Autonomous variables: These are the variables having weak driving power as well 
as weak dependence. These variables are relatively disconnected from the system, 
with which they have only a few links, which may not be strong. 
2. Dependent variables: This category includes those variables which have strong 
dependence but weak driving power. 
3. Linkage variables: Variables which have strong dependence as well as strong 
driving power are known as linkage variables. These variables are unstable also. 
Any action on these variables will have an effect on others and also a feedback 
effect on themselves. 
4. Independent variables: They have strong driving power but weak dependence 
power. It is generally observed that a variable with a very strong driving power 
called the `key variable' falls into the category of independent or linkage variables. 
The process of ISM is based upon the one-to-one correspondence between a binary matrix 
and a graphical representation of a directed network. The fundamental concepts of the 
process are an "element set" and a "contextual relation." The element set is identified 
within some situational context, and the contextual relation is selected as a possible 
statement of relationship among the elements in a manner that is contextually significant 
for the purposes of the enquiry. The elements correspond to the nodes on a network model, 
and the presence of the relation between any two elements is denoted by a directed line (or 
link) connecting those two elements (nodes). In the equivalent binary matrix 
representation, the elements are the contents of the index set for the rows and columns of 
the matrix, and the presence of the relation directed from element i to elementj is indicated 
by placing a 1 in the corresponding intersection of row i and column j . 
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3.4.2 Empirical study to gauge the attitude towards Islamic Banking of 
Indian Consumers 
Since consumers are going to use Islamic banking services and invest their money into 
Islamic banks it. Therefore, an empirical study into consumer's attitude and willingness 
with respect Islamic banking is a prerequisite for marketing related activities. The empirical 
framework of the study attempts to bring out consumers' attitude vis-a-vis various 
variables of affecting Islamic Banking in India. The Steps followed are outlined in Fig. 3.4. 
Choice of survey method and valuation techniques 
Development of research instrument 
Choice of target population and identify sample frame population using 
probablity sampling 
Finalising the methods of data collection 
Data collection through survey 
Analysis of data collected 
Conclusion on consumers attitude towards Islamic banking in India 
(Source: Adapted from Malhotra, 2008) 
Fig. 3.4 Work Plan for the Survey 
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3.4.2.1 Survey Method 
The decision to choose a survey method may be based on a number of factors which include 
sampling, type of population, question form, question content, response rate, costs and 
duration of data collection (Aaker et al., 2008). Owing to the nature of study it was decided 
to personally administer the research instrument developed for the study. 
3.4.2.2 Research Instrument 
Consumer's attitude towards Islamic Banking was assessed using a questionnaire 
developed by researcher for the study. The final version of the questionnaire is in 
Annexure, Following a pilot study of 40 respondents, some modifications to the items were 
made to adequately capture the concepts in the Indian context. The main benefits of the 
structured questionnaire are listed below: 
• The questions can be answered by tick mark the proper response format and with 
the interviewer present respondent could seek clarity on any question (Aaker et 
al., 2008; Boyd et al., 2003). 
• The respondents are more motivated to respond as they are not obliged to admit 
their confusion or ignorance to the interviewer (Hayes, 1998; Boyd et al., 2003). 
• A higher response rate can be assured since the questionnaire are collected 
immediately once they are completed (Malhotra, 2008). 
• This 'method is offers the highest degree of control over sample selection 
(MaIhotra, 2008). 
The Structured questionnaire was designed to have four major sections as follows 
Part —A: This section constituted twenty two questions about Islamic banking. A five-point 
bi-polar Likert scale was used to gauge the response of the respondents, where 5 
represented strongly agree and 1 represented strongly disagree. Scales were scored in such 
a way so that higher values represented greater positive attitude. 
72 
Part —B: This section constituted questions on specific conditions. Five multiple choice 
questions were asked and respondent were required to give their most preferred option. 
Part —C: This section constituted one dichotomous questions about the referring Islamic 
banking to reference group. 
Part —D: This section constituted of personal details like age, income, gender, education, 
occupation, religion and present city of residence of the respondents. 
The questionnaire was translated into the local languages Urdu and Hindi. There are a 
number of approaches for translating questionnaires (Brislin, 1970). Here the method 
adopted is forward and then back translation (Roland & Fairbank, 2000). Questionnaire 
was first translated from source language to target language with the help of an expert 
(forward translation) and then again' translated back from target language to source 
language with the help of another expert (back translation). Then the two source Ianguage 
versions were compared to try to find out if there were any discrepancies in the target 
language text. Then both versions in source language were compared and errors were 
rectified. Each back- translation is intended to reveal or amplify mistakes in each forward 
translation (Guillemin, 1995). 
3.4.2.3 Reliability and Validity of the Research Instrument 
To validate the results empirically, appropriate reliability and validity tests of the 
measurement were taken. Indeed, reliability refers to the instrument's ability to prove 
consistent results in repeated uses, whereas validity refers to the degree to which the 
instrument measures the concept the researcher wants to measure. This provides 
confidence that the empirical findings accurately reflect the proposed constructs (Flynn et 
al., 1994). Measures of variables should have validity and reliability (Cronbach, 1971; 
Nunally, 1978) in order to draw valid inferences from the research. 
Reliability of a scale refers to how consistent or stable the ratings generated by the scale 
are Iikely to be (Malhotra, 2007). The most commonly used approach to measure internal 
consistency of a scale is Cronbach's alpha (Cronbach, 1951; Warner, 2008). Cronbach's 
alpha tends to be high if the scale items are highly correlated (Hair, et. al. 1998). According 
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to Schuessler (1971), a scale is considered to have good reliability if it has an alpha value 
greater than 0.60. 
To estimate the reliability of the scale, Cronbach's Alpha value is calculated for over all 
scale and for each dimension. This has been found that the overall reliability of the scale is 
quite high as the value of Cronbach's alpha is 0.907, which is an indication of high 
reliability. Next, dimension wise Cronbach's alpha is calculated which indicates that 
almost all dimensions have Cronbach's alpha more than 0.6. 
Table 3.1 Reliability Comnarlsons (Cronbach's alnha' 
Factors Cronbach's alpha 
Ideology .820 
Awareness about Features .863 
Knowledge about Benefits .794 
Prospects in India .795 
Validity of a measurement scale is the extent to which the scale fully captures all aspects 
of the construct to be measured (Parasuraman et al., 2004; Hayes, 1998; Garson, 2002). In 
a general sense, a measurement scale is considered to be valid if it measures what it is 
intended to measure. Three types of instrument validity are generally considered for 
researches. They are content validity, convergent validity and discriminant validity. 
Content validity also known as face validity, is defined as the extent to which the content 
of a measurement scale appears to tap all relevant facets of the construct it is attempting to 
measure (Parasuraman et al.,1991; Ding & Hershberger, 2002; Malhotra, 2008; Warner, 
2008). It refers to the degree that the construct is represented by the items that cover the 
domain of meaning for the construct (Garver etal., 1999; Malhotra, 2008). Content validity 
is a subjective agreement among concerned professionals (Parasuraman et al., 1991). 
Convergent validity is a form of construct validity which refers to the degree to which 
multiple attempts to measure the same concept are in agreement (Garson, 2002; Warner, 
2008). It deals with the question "do the items intended to measure a single latent construct 
statistically converge together" (Garver et al., 1999). Operationally, convergent validity is 
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assessed by the extent to which the latent construct correlates to items designed to measure 
that same Iatent construct. 
Discriminant validity is assessed by the extent to which the items representing a latent 
construct discriminate that construct from other items representing other latent constructs 
(Garver et al., 1999; Warner, 2008). It is also a form of construct validity but it represents 
the extent to which measures of different concepts are distinct (Maihotra, 2007). 
Convergent validity and discriminant validity together form the construct validity. 
In this research, the content validity of the measurement instrument was assessed by 
requesting subject experts to provide feedback. The expert panel of 14 members included 
faculty members and scholars from the disciplines of Marketing, Consumer behavior, 
Banking, Economics and Islamic jurisprudence. After they reviewed the questionnaire, 
based on their feedback changes were made to clarify and eliminate ambiguous statements. 
The study employs widely used method of measuring content validity developed by C. H. 
Lawshe (1975). It is essentially a method for gauging agreement among raters or judges 
regarding how essential a particular item is. Lawshe (1975) proposed that each of the 
Subject Matter Expert raters (SMEs) on the judging panel respond to the question for each 
item: "Is the skill or knowledge measured by this item `essential', `useful, but not 
essential', or `not necessary' to the performance of the construct?" According to Lawshe 
(1975), if more than half the panelists indicate that an item is essential, that item has at 
least some content validity. 
Greater levels of content validity exist as larger numbers of panelists agree that a particular 
item is essential. Using these assumptions, Lawshe developed a formula termed the content 
validity ratio: CVR = (ne — N/2)/N/2, where CVR content validity ratio, ne= number of 
SME panelists indicating "essential", N= total number of SME panelists. This formula 
yields values which range from +1 to -1; positive values indicate that at least half the SMEs 
rated the item as essential. The mean CVR across items may be used as an indicator of 
overall test content validity. The minimum values of the CVR to ensure that agreement is 
unlikely to be due to chance can be found in the table 3.2: 
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Table 3.2: Minimum Content Validity Ratio (CVR) Requirements 
Number of 5 6 7 8 9 10 11 12 13 14 15 20 25 30 Panelists 
Minimum 1.0 1.0 1.0 0.9 0.8 0.6 0.6 0.6 0.5 0.5 0.5 0.4 0.4 0.3 Value 
(Adapledfrom: Lawshe, 1975) 
Any item, which is perceived to be essential by more than half of the panelists, has some 
degree of content validity and as more panelists (beyond 50%) perceive the item as 
essential, the degree of content validity increases. CVR for most items in the present study 
ranged from 0.57 to 0.71. Items with CVR below 0.5 were therefore dropped from the 
questionnaire. 
3.4.2.3 Sampling and Data Collection 
Sampling is that part of statistical practice concerned with the selection of a subset of 
individual observations within a population of individuals intended to yield some 
knowledge about the population of concern, especially for the purpose of making 
predictions based on statistical inference. Sampling is an important aspect of data 
collection. Researchers rarely survey the entire population for two reasons (Ader, 
Mellenbergh, & Hand, 2008): the cost is too high and the population is dynamic where in 
the individuals making up the population may change over time. The three main advantages 
of sampling are that the cost is lower, data collection is faster, and since the data set is 
smaller it is possible to ensure homogeneity and to improve the accuracy and quality of the 
data. 
Table 3.3 Cities selected fnr the Survey 
Type of City Name of City  
Metro Delhi, NCR 
CIass A Lucknow, Kanpur, Patna, Aligarh, Agra, Allahabad, Patna 
Class B Sharanpur, Barabanki, Balia, Gonda, Azamgarh, Bahraich, Ram ur 
NRI Cities in Middle East countries 
For this research the sample was chosen in such a way so that that there would be adequate 
representation across all types of cities in India. The cities are selected by judgment of 
researcher on the basis of Muslim population, businesses owned by different communities, 
institutes of Islamic learning historical and political importance. Cities selected for the 
survey are given in Table 3.3. Villages located near class B and o1i9iiies were also 
covered for the survey. Data was collected during the period between January 2012 and 
July 2012. 
Though, all possible efforts were made by the researcher to personally administer the 
questionnaire to the respondents, due to time constraints on the part of respondents, 
sometimes the questionnaire was left with the respondents to be collected later. As a rule 
of thumb, data from at least 300 cases is considered comfortable, 500 is considered as very 
good and 1000 is considered excellent (Comrey & Lee, 1992 and Tabachnich et al., 2012). 
Thus, it was decided to target at least 500 respondents. Keeping in mind the nature of the 
study, a response rate of 40-45% was anticipated and thus, it was decided to administer 
1600 questionnaires on the respondents in proportion to their representation in the study. 
People in rural areas were approached for the purpose of administering questionnaires in 
their respective villages with reference person, local branches of gramin banks and places 
at districts headquarters like the office of the district magistrate, district court and post 
offices; while people in class A & B cities were contacted in banks, markets, and offices. 
For contacting people in metros, people were contacted in malls, banks, special events and 
university campuses. An online version of questionnaire was also used to collect data using 
google does. Of the total 1600 questionnaires administered, only 884 questionnaires were 
returned by the respondents. Due to incomplete and illegible responses, only 756 
questionnaires were found suitable for analysis purpose which amounts to an effective 
response rate of 47.25% which was considered satisfactory (Comrey & Lee, 1992 and 
Tabachnich et al., 2012). 
3.4.3 Factor Analysis 
3.4.3.1 Exploratory Factor Analysis 
Initially, exploratory factor analysis was conducted followed by confirmatory factor 
analysis conducted using AMOS 16 software. Table 3.4 shows the result of KMO and 
Bartlett's test, which is run to know the significance of factor analysis. This has been found 
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that KMO value is .848 which is greater than 0.6 and sig. is .000 which is less than 0.05. 
These values indicate that factor analysis is significant. 
Table 3.4: KMO and Bartlett's Test 
Kaiser-Meyer-Olkin Measure of Sampling Adequacy. 	.848 
Bartlett's Test of 
Sphericity 
Approx. Chi-Square 	10772.67 
Df 	 231 
Sig. 	 .000 
Table 3.5 : Total Variance Explained 
Initial Eigen values Extraction Sums of Squared Loadings 
Rotation Sums of Squared 
Loadings 
° 
0 U 
Total % of Variance 
Cumulative 
% Total 
% of 
Variance 
Cumulat 
lye % Total 
% of 
Varian 
cc 
Cumula 
five 
1 8.031 36.505 36.505 8.031 36.505 36.505 4.038 18.353 18.353 
2 2.829 12.86 49.364 2.829 12.86 49.364 3.643 16.561 34.914 
3 2.062 9.374 58.738 2.062 9.374 58.738 3.474 15.791 50.705 
4 1.379 6.268 65.006 1.379 6.268 65.006 3.146 14.301 65.006 
5 1.105 5.025 70.031 
- 
6 0.817 3.712 73.742 
7 0.718 3.266 77.008 
8 0.667 3.033 80.041 
9 0.593 '2.695 82.736 
10 0.505 2.294 85.029 
11 0.452 2.056 87.085 
12 0.445 2.023 89.107 
13 0.374 1.701 90.809 
14 0.364 1.653 92.462 
15 0.323 1.466 93.928 
16 0.254 1.156 95.084 
17 0.242 1.102 96.186 
18 0.218 0.99 97.176 
19 0.186 0.843 98.019 
20 0.173 0.784 98.803 
21 0.146 0.663 99.466 
22 0.117 0.534 100 
Extraction Method: Principal Component Analysis. 
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Variance table 3.5 shows the percentage of variance explained by the extracted factors. The 
analysis extracted four factors having percentage cumulative variance of 65.006%. This 
indicates that four factor framework explained nearly 65% variations in this study. The 
results of the factor loading are calculated and all statements have factor loading more than 
.4 and are clubbed in any of the four factors. On basis of this variables are clubbed into 
four factors. The high factor loading gives us an idea that no statement is dropped and 
hence considered. Factor loading for ideology is 0.695, for awareness about features is 
.615, for knowledge about benefits is 0.879 and for prospects in India it is 0.696. 
3.4.3.2 Confirmatory Factor Analysis 
Confirmatory factor analysis (CFA) was used to examine the reliability and validity, 
whether the measures of a construct were consistent with the researcher's understanding of 
the nature of that construct (or factor). The measurement model included 22 items 
describing four latent constructs: Ideology (IDE), awareness about Features (FER), 
knowledge about Benefits (BFT) and Prospects, of Islamic banking in India (PRS). 
Table 3.2 lists the results of measurement model CFA. The overall model fit was assessed 
in terms of six common measures: chi-square/degree of freedom, goodness-of-fit index 
(GFI), adjusted goodness-of-fit index (AGFI), non-normed fit index (NNFI), comparative 
fit index (CFI), and root mean square error of approximation (RMSEA) (Schumacker & 
Lomax, 2004). 
The CFA indicated that the measurement model fitted the data, as listed in Table 3.6. All 
the model-fit indices exceed the respective common acceptance levels indicated by 
previous research (Chau and Hu, 2001), demonstrating that the measurement model 
exhibited a fairly good fit with the data collected. Global fit measures such as the chi square 
test and RMSEA are assessed. RMSEA should not exceed 1.0 (Schumacker & Lomax, 
2004). Kline (1998) recommends a value of 3.0 for the chi square statistic (CMIN/DF) to 
be acceptable. Other fit indices, such as NFI, GFI, TLI and CFI are also assessed. For these 
indices, values close to 1.0 indicate a good fit. Smaller values, which are close to .00 
indicate a poor fit (Schumacker & Lomax, 2004). 
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1.35 
Fig 3.5 Confirmatory Factor Analysis 
.10 
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The results from analyzing the model indicate a good fit of the four dimensions of 
consumer's attitude. The value of CMIN/DF was 2.56, below the recommended value of 
3.0. The RMSEA for the measurement model was 0.083. Other fit indices also point to a 
fair and acceptable model fit (NFI =.802, GF.I = .901, CFI =.987). Table 3.6 provides the 
results for each of the fit indices of the CFA Measurement Model. Figure 4.1 depicts the 
CFA Measurement Model. 
Table 3.6 Model-fit indices for the CFA 
Model-fit index Scores 
Chi-square/degree of freedom 2.56 
Goodness-of-fit index (GFI) .901 
Adjusted goodness-of-fit index (AGFI) .295 
Non-normed fit index (NNFI) .802 
Comparative fit index (CFI) .987 
Root mean square error of approximation (RMSEA) .083 
3.5 Hypotheses Based on Demographics 
One of the major set of factors relating to consumer's attitude towards Islamic banking is 
the consumer's demographic attributes (Omer, 1992, Haron et. al 1994, Zainuddin & 
Ramayah, 2004, Gerrard & Cunningham, 1997). Different hypotheses were developed 
with related to consumer's attitude towards Islamic banking and their demographic 
attributes. These hypotheses are further divided into four sub hypotheses, based on four 
factors of consumers' attitude. All four sub hypotheses are tested for significance using 
appropriate statistical tools and if more than two sub hypotheses are accepted then the main 
hypothesis is accepted. 
In order to explore differences in attitude vis-a-vis consumer demographics, the following 
hypotheses were framed, where `Ho' refers to the null hypothesis; `G' stands for gender, 
'AG' stands for age group, `O' stands for occupation, `E' stands highest academic 
qualification, `IN' stands for income bracket, `R' stands for religion `C' stands for present 
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city of residence, of respondents. `A' stands for respondent's attitude towards Islamic 
banking, and `I', `F', `B' and `P' denote Ideology, Features, Benefits, and Prospects 
respectively. 
3.5.1 Hypotheses based on Religion 
1. HoRA: Significant differences do not exist in consumer's attitude towards Islamic 
banking with respect to their religion. 
Following four sub hypotheses are developed for four factors of attitude. 
1.1) HoRI: Significant differences do not exist in consumer's Ideology towards 
Islamic banking with respect to their religion. 
1.2) HoRF: Significant differences do not exist in consumer's awareness about 
features of Islamic banking with respect to their religion. 
1.3) HeRB: Significant differences do not exist in consumer's knowledge about 
benefits of Islamic banking with respect to their religion. 
1.4) HoRP: Significant differences do not exist in consumer's view about prospects 
of Islamic Banking in India with respect to their religion. 
3.5.2 Hypotheses based on Gender 
2. HoGA: Significant differences do not exist in consumer's attitude towards Islamic 
banking with respect to their gender. 
Following four sub hypotheses are developed for four factors of attitude. 
3.1) HoGI: Significant differences do not exist in consumer's Ideology towards 
Islamic banking with respect to their gender. 
3.2) HoGF: Significant differences do not exist in consumer's awareness about 
features of Islamic banking with respect to their gender. 
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3.3) HoGB: Significant differences do not exist in consumer's knowledge about 
benefits of Islamic banking with respect to their gender. 
3.4) HoGP: Significant differences do not exist in consumer's view about 
prospects of Islamic Banking in India with respect to their gender. 
3.5.3 Hypotheses based on Age Group 
3. HoAcA: Significant differences do not exist in consumer's attitude towards Islamic 
banking with respect to their age group. 
Following four sub hypotheses are developed for four factors of attitude. 
3.5) HMAGI: Significant differences do not exist in consumer's Ideology towards 
Islamic banking with respect to their age group. 
3.6) HoAGF: Significant differences do not exist in consumer's awareness about 
features of Islamic banking with respect to their age group. 
3.7) HoAGB: Significant differences do not exist in consumer's knowledge about 
benefits of Islamic banking with respect to their age group. 
3.8) HoA0P: Significant differences do not exist in consumer's view about 
prospects of Islamic Banking in India with respect to their age group. 
3.5.4 Hypotheses based on Occupation 
4. HoOA: Significant differences do not exist in consumer's attitude towards Islamic 
banking with respect to their occupation. 
Following four sub hypotheses are developed for four factors of attitude. 
4.1) HoOI: Significant differences do not exist in consumer's Ideology towards 
Islamic banking with respect to their age group. 
4.2) HOOF: Significant differences do not exist in consumer's awareness about 
features of Islamic banking with respect to their age group. 
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4.3) HoOB: Significant differences do not exist in consumer's knowledge about 
benefits of Islamic banking with respect to their age group. 
4.4) HoOP: Significant differences do not existin consumer's view about prospects 
of Islamic Banking in India with respect to their age group. 
3.5.5 Hypotheses based on Educational Qualification 
5. HoEA: Significant differences do not exist in consumer's attitude towards Islamic 
banking with respect to their educational qualification. 
Following four sub hypotheses are developed for four factors of attitude. 
5.1) HoEI: Significant differences do not exist in consumer's Ideology towards 
Islamic banking with respect to their educational qualification. 
5.2) HoEF: Significant differences do not exist in consumer's awareness about 
features of Islamic banking with respect to their educational qualification. 
5.3) HoEB: Significant differences do not exist in consumer's knowledge about 
benefits of Islamic banking with respect to their age group. 
5.4) HoEP: Significant differences do not exist in consumer's view about prospects 
of Islamic Banking in India with respect to their educational qualification. 
3.5.6 - Hypotheses based on Monthly Income 
6. H0INA: Significant differences do not exist in consumer's attitude towards Islamic 
banking with respect to their monthly income. 
Following four sub hypotheses are developed for four factors of attitude. 
6.1) HoINI: Significant differences do not exist in consumer's Ideology towards 
Islamic banking with respect to their monthly income. 
6.2) H61NF: Significant differences do not exist in consumer's awareness about 
features of Islamic banking with respect to their monthly income. 	11  
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6.3) HoINB: Significant differences do not exist in consumer's knowledge about 
benefits of Islamic banking with respect to their monthly income. 
6.4) HoINP: Significant differences do not exist in consumer's view about prospects 
of Islamic Banking in India with respect to their monthly income. 
3.5.7 Hypotheses based on City of Residence 
7. HoRA: Significant differences do not exist in consumer's attitude towards Islamic 
banking with respect to their city of residence. 
Following four sub hypotheses are developed for four factors of attitude. 
7.1) HoRI: Significant differences do not exist in consumer's Ideology towards 
Islamic banking with respect to their city of residence. 
7.2) HoRF: Significant differences do not exist in consumer's awareness about 
features of Islamic banking with respect to their city of residence. 
7.3) HoRB: Significant differences do not exist in consumer's knowledge about 
benefits of Islamic banking with respect to their city of residence. 
7.4) HoRP: Significant differences do not exist in consumer's view about prospects 
of Islamic Banking in India with respect to their city of residence. 
(Note: Only the null hypotheses are mentioned for all the sub-sections on hypotheses 
formulation). 
3.6 Techniques of Analysis 
For analyzing the data generated through questionnaire survey, mainly ANOVA procedure 
is used. However to be sure of the results of ANOVA, independent sample t test is also 
performed on the data. A brief theoretical outline of these two techniques is given as under: 
ANOVA: Analysis of variance is a straight forward way to look at differences among more 
than two groups of responses measured on interval or ratio scale. It is used for examining 
the differences in the mean values of dependent variable associated with the effect of 
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controlled independent variables. The null hypothesis, typically, is that all means are equal 
(Malhotra, 2008). At the heart of ANOVA is the notion of variance. The basic procedure 
is to derive two different estimates of population variance from data, then calculate a 
statistic from the ratio of these two estimates. One of these estimates (between-groups 
variance) is a measure of the effect of independent variable combined with error variance. 
The other estimate (with in groups variance) is of error variance by itself. The F-ratio is 
the ratio of between groups variance to within groups variance. A significant F-ratio 
indicates that the population means are probably not equal and the null hypothesis is 
rejected (Coakes & Steed, 2009). 
A post hoc analysis (Scheffe's method) is also performed on the data, which involves 
hunting through the data for any significance; that is, doing multiple comparisons. These 
tests are stricter than planned comparisons, so it is harder to obtain significance. 
-1 
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Chapter 4 
DATA ANALYSIS AND 
INTERPRETATION 
Chapter Overview 
	
4.1 	ISM Analysis 
4.2 	MICMAC Analysis 
4.3 	Preliminary Examination of Data 
4.4 	Profile of the respondents 
4.5 	Attitude towards Islamic Banking with 
respect to Demographic Variables 
4.6 	Findings Related to Patronizing Islamic 
Banking in Various Hypothetical Situations 
Data Analysis and Interpretation 
Chapter Overview 
In this chapter, a detailed analysis of the data is carried in two parts. In part one, a 
qualitative study of determinants of Islamic banking in India is discussed using interpretive 
structural modeling (ISM) followed by MICMAC analysis of the results. In part two, an 
analysis of the primary data generated by the questionnaire survey is presented. A 
preliminary screening of the data as well as descriptive analysis is presented in section 1. 
Section 2 describes the profile of the respondents. In section 3, effect of variation in 
consumer's attitude towards Islamic banking with respect to demographic variables is 
analyzed and hypotheses based on demographic variables are tested. This section also 
presents a summary of the research; hypotheses tested and a discussion on the research 
findings. In section 4 responses of non-parametric data are analyzed. 
Part I 
4.1 ISM Analysis 
In this section, the relationship among various determinants of Islamic banking is analyzed. 
Further, the determinants are categorized as driving and dependent determinants through 
ISM technique. 
Interpretive Structural Modeling (ISM) can be used for identifying and summarizing 
relationships among specific factors, which define a problem or an issue. It provides us a 
means by which order can be imposed on the complexity of such factors. Therefore, in this 
part of research, the determinants of Islamic Banking in India have been analyzed using 
the ISM, which shows the interrelationships of the determinants and their levels. 
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The development of model is illustrated below: 
4.1.1 Identification of Determinants 
The deployment of Islamic banking depends upon certain factors. These factors not only 
affect the introduction of Islamic banking in India but also its operations and future 
prospects. Thus, it is very essential to understand the mutual relationship among the factors. 
The identification of the factors that are at the root of some more factors (called driving 
factors) and those which are most influenced by the others (called driven factors) would be 
helpful for the people involved in the implementation of Islamic banking in India. 
After a review of literature on Islamic Banking and the opinion of experts, both from 
academia and industry, 12 important determinants of Islamic Banking have been identified. 
The literature review, together with the experts' opinion, was used in developing the 
relationship matrix, which is later used in the development of an ISM model. Determinants 
are listed below: 
I. Developments in the Global Economy 
The past quarter century has seen a series of immense changes in the world of finance 
and supporting professional services. These changes are ranging from deregulations of 
financial markets, privatization, globalization, electronic trading, new types of 
products and services. These changes have been accompanied by changes in financial 
techniques and products. The evolution of Islamic finance and the scope for 
participation in it are a major part of these developments. 
It is time for the Indian policy makers to tap the opportunity for the spread and 
development of Islamic Banking in India. The global economy needs investment -- in 
financing trade, in developing infrastructure, in providing capital for new and growing 
businesses. An increasing proportion of this investment is likely to flow from Muslim 
countries therefore Sharia'h-compliant products are needed to channelize that flow of 
capital. 
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Global Islamic Banking products are progressively moving to the mainstream, 
becoming increasingly competitive with conventional banking services. About US$ 
800 billion Gulf money from US and Europe is looking towards East — India and China 
after 9111 episode. An estimated US$ 1.5 trillion funds are available around the Middle 
East and it will have US$ 8 trillion to invest by 20201. 
H. Political and Social Factors 
Recent setbacks in the world economy which is going through the worst crisis of its 
history has forced different regions into political turmoil and pointed out that Islamic 
model of financing is the need of the hour. A bank is a social organization and Iike 
others it has some responsibilities towards social development. Islamic banks have 
opportunities of social development since their profitability depends on profit-sharing 
equity partnerships. So, they can change the face of the society in terms of 
employment, service, corporate governance, etc. The impressive social development 
spirit is present at the inception of the Islamic banks. 
Poverty is a big social issue in India. India estimated to have one third of the world's 
poor. In 2010, the World Bank reported that 32.7% of the total Indian people fall below 
the international poverty line of US$ 1.25 per day (PPP) while 68.7% live on less than 
US$ 2 per day. According to 2010 data from the United Nations Development 
Program, an estimated 29.8% of Indians live below the country's national poverty line. 
A report by the Oxford Poverty and Human Development Initiative (OPHI) (2010) 
states that 8 Indian states have more poor people than 26 poorest African nations 
combined which totals to more than 410 million poor in the poorest African countries 
(Times of India, July 12, 2010 & BBC News, July 13, 2010). A 2013 UN report stated 
that a third of the world's poorest people live in India. 
India is trying to fight against poverty since last sixty years whereas the solution of all 
the problems and issues related to poverty lies in Islamic banking. Islamic Grameen2 
Bank in different countries of the world i.e. Indonesia started social work for reducing 
'Ernst &Young "World Islamic Banking Competitiveness Report 2012-2013". 
2 Grameen (Hindi): Rural 
poverty and fulfilled the needs of poor people by starting the social work instead of 
Charity and met their financial needs by giving them small loans and now finally they 
are useful civilians of society. 
The people living in the underneath of poverty may be given products like Zakah 
Ushar, Sadqah so that they could come to the next level whereas the poor falling in the 
middle level of poverty should be given products like Musharakha, Mudarbah and 
Murabaha and poor living in the last stage of poverty must also be given Salam and 
Istisna in addition to Murabah and once poor crosses the line of poverty, they should 
be given the facility of Microtakaful (Islamic Insurance) for safety net so that they may 
not return to the darkness of poverty. M S Swaminathan father of Indian green 
revolution once said that Islamic banking may be the solution to farmer suicide crisis 
in Vidarbha (The Indian Express, April 6, 2010). 
The Prime Minister of India Dr. Manmohan Singh's visit to Malaysia exposed him to 
the high degree of development and acceptability that Islamic Banking has been 
witnessing in Muslim dominated 'secular' Malaysia. That is enough for India's 
economist Prime Minister to stonewall any required legislation that could 
accommodate Islamic Banking needs of the 200 million strong Indian Muslim 
community. This will allow them the constitutional freedom to practice their religion, 
by availing the compulsory adherence to non-interest banking and other Sharia'h 
requirements of dealing in finance and trade. 
There are some opposition for introduction of Islamic banking in India, few people 
without knowing much about Islamic banking or for political reasons are opposing 
Islamic banking. Subarmariam Swamy of Janta party had lodged a petition in Kerala 
High court against the Kerala government move to establish a non-banking financial 
corporation. The high court had given judgment in favor of Islamic banking. 
III. Legal and Regulatory Factors 
Legal requirements are considered to have the most significant external influence on 
the strategy formulations in the organizations (James et al., 1999). Although regional 
standardization bodies exist, adherence to their standards varies from country to 
country and region to region. Disagreement and different interpretations over what is 
Sharia'h compliant and what is not, continue to make it difficult to establish the 
necessary regulations for the industry to develop globally accepted products 
(saudigazette.com, August 1, 2013). Tax and regulatory environments for Islamic 
banking are less favorable in many countries including India than they are for 
conventional finance. Central banks have not yet developed a range of sophisticated 
liquidity management tools for Islamic finance. And the industry is plagued by 
differing, sometimes contradictory product standards set by bodies such as MaIaysia's 
Islamic Financial Services Board and Bahrain's Accounting and Auditing Organization 
for Islamic Financial Institutions. Adding to the confusion is the fact that their rulings 
are guidelines rather than firm, enforceable regulations. 
In the words of RBI governor D. Subbarao "Islamic Banking is an important business 
model and many countries are actively adopting it. It can be adopted in India and it is 
a political question. If government legislates it, RBI has to abide by the law and 
introduce it." (www.risingkashmir.in) 
IV. Ideology 
When Islamic banking was first developed in the 1970s in the Persian Gulf states, its 
consumers were almost exclusively observant Muslims who wanted a banking system 
that complied with their religious values. But today, Islamic banking is getting wider 
attention, including that of non-Muslims. That is because Islamic banks, which are 
open to people of all faiths, have largely survived the global economic crisis of 2008-
10. So far, none has had to receive substantial bailouts to keep them afloat, suggesting 
that they somehow offer a safer haven to savers than conventional banks. But for many 
people Islamic finance is still a concept which is mired in unfamiliar terms and 
principles, leading to confusion and hesitation. 
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V. Mind-set of Regulator 
Internal working group of RBI on Islamic banking (Sinha committee, 2006) sensed 
mysticism in Islamic banking with inextricable influence of religious doctrines, and 
delineated the principles and entire gamut of financial products used in Islamic 
banking. The report presented by the RBI working group mostly dealt with legal 
hurdles disallowing Islamic theology in the present banking system; and did not focus 
on evaluating the scope of alternative financial products potential for financial 
inclusion. This was mainly because the working group did not interact with any 
professional group practically working for Islamic banking to find its pros and cons. It 
rather based its report on the study of two theological websites (www.islamic-
banking.com and www.islamie-world.net) having statements like "every Islamic bank 
has to establish a Zakat fund for collecting the tax and distributing it exclusively to the 
poor directly or through other religious institutions". 
Considering the better growth rate in Islamic banks around the world amidst global 
financial crisis, RBI has been approached through different parties (including Minister 
of Minority Affairs). But probably based on the study done by the working group, the 
RBI Governor concluded saying that "Islamic banking is not possible.... We have 
studied the issue. We appreciate the objectives behind the request. But there are some 
legal problems. It can be got around not through banking, but other vehicles". The 
sensed mysticism in Islamic banking by RBI working group might be a big reason 
behind such a stand by the RBI. RBI has put a hold on all the possibilities of Islamic 
banking in India (other than NBFCs), but there are certain questions which remain 
unanswered. The RBI report has not been made available on the public domain like 
other reports is definitely one question waiting to be answered. 
VI. Needs and Benefits 
Interest-free banking shall be a vital tool to achieve a development and growth of the 
Indian banking sector, foreign participation in large-scale infrastructure projects, move 
into the league of major financial centers of the world, active participation of some 20 
percent Indian citizens living in the country and abroad in banking and financial 
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activities, ethical financing based on risk and profit sharing approach, which will help 
uplift the poor and boost small and medium enterprises (SMEs). In Creation of a 
conducive environment -for effective implementation of the recommendations of 
Sachar Committee Report (2006), helping a section of the society participate actively 
in financial and economic activity and realization of an immense underlying potential 
for growth and profitability through banking services for more than 200 million of 
Indians. 
The Indian expatriates in the Middle Eastern countries are a huge potential which if 
given a proper direction to invest their money, will be able to pool a huge volume of 
funds that could be streamlined into developmental activities likely to change 
conditions of millions of the poor and downtrodden. 
VII. Nomenclature 
When labels like "Islamic," "responsible," and "sustainable" are associated with 
finance, they trigger expectations of ethical differences from the mainstream. When it 
comes to Islamic finance and socially responsible investing (SRI), the gap between 
expectations and practice presents a significant challenge. 
Turkey has achieved this by renaming Islamic banking as "participation banking". This 
is an initiative that India could certainly consider. There is also a recognition, by 
selected sovereigns and at private sector level, about the limitations and implicit 
messages in calling the movement `Islamic.' For example, not one Islamic bank in 
Saudi Arabia has `Islamic' in its title. If one were to have Islamic in its title, the rest 
would automatically be rendered un-Islamic. Furthermore, Bahrain-based Islamic 
investment bank, Arcapita was initially called First Islamic Investment Bank at launch. 
It subsequently changed its name in a bid to become more international and acceptable 
for financial deals worldwide. 
Observing the increasing demand, different giant multinational conventional banks are 
opened Islamic banking windows providing interest free services to widely scattered 
population (Hassan and Ahmed, 2001, Huda et al., 2007). It is better to call Islamic 
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banking as `Participatory Banking' because the products used under Islamic Banking 
are driven by the spirit of participation. The term `Participatory Banking' can also 
replicate the term `Islamic Banking' in India. Any additional banking system based on 
principles of participation along with interest-based banking would help achieve 
effective financial inclusion among all communities (including Muslims) without any 
reference to any religion. Anything proposed by the Government of India in the name 
of Participatory Finance instead of Islamic Banking may reflect as a pure alternative 
financial model instead of religious agenda. Hopefully Participatory Banking may 
allow equality for all before the Iaw in India. 
VIII. Sharia'h Certification 
For a bank to offer Islamic finance it needs to go through an approval process, which 
ensures the system adheres to Sharia'h rules and doesn't allow banks to take advantage 
of its consumers. With conventional banking it's the RBI which needs to approve the 
bank operations, but for Islamic banks approval from both Sharia'h Board and RBI is 
required. The Sharia'h board members are independent of the Islamic finance 
institution and are not employees. Like an audit by an accounting firm, these boards 
often submit a Sharia'h audit for the annual report of the Islamic institution they 
represent and issue Sharia'h compliance certificates. 
The authorities need to regulate Islamic financial institutions fairly and efficiently to 
ensure equivalence in prudential supervision. If an institution or bank is under Islamic 
banking, it will have to come under purview of Sharia'h regulation. RBI has raised a 
question that, "It is not clear that there can be two regulatory agencies over the same 
institutions. RBI as the banking regulator and Sharia'h court as regulator for Islamic 
banking". Actually Sharia'h board is not a regulatory body. It is a panel of experts 
which is there just for advisory and certification purpose. It is just like a quality check 
or ISO certification. RBI is the ultimate regulator in any case. 
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TX. Modification 
Islamic Banking institutions need to meet the demand for Islamic products and services 
as diversified and as comparable to those being offered the by conventional banks. 
Financial engineers need to study financial products used under Islamic banking 
system to develop innovative secular financial products with equally attractive and 
acceptable terms and conditions for Indian Muslims as well the non-Muslims. 
The dynamic pace of innovation in the international Islamic banking sector has 
widened the range of financial products and services available to the global audience. 
It is, however, essential that Islamic finance successfully adapts to the new dynamics 
of global finance in order to realize this vast potential. This requires further innovation 
as well as the global synchronization of product offerings, business models, risk 
management practices and the supporting regulatory and legal infrastructure. 
However, experts have warned that while in Islamic banking, innovation has been 
significantly pervasive, the industry needs to further accelerate the innovation 
momentum to ensure that it achieves its objectives and aspirations. The challenge to 
innovate and adapt at the same time must be based on the core principles and values as 
well as the ethics of Islam. 
X. Manpower 
Investment in human capital is always of paramount importance for any organization's 
development. For Islamic banking there is a shortage of skilled professionals globally. 
However, bankers, practitioners, and policymakers are realizing that Islamic banking 
is big business that is only getting bigger. Financial institutions that are reluctant or 
hesitant to enter the market now risk suffering an expertise deficit later, as the number 
of professionals trained to develop and structure Sharia'h-compliant products is 
relatively small. The number of religious scholars qualified to certify these products is 
even smaller (Qadri, 2007). There is a scarcity of Sharia'h scholars with adequate 
knowledge of banking and finance and vice versa. Building high-quality human capital 
is an essential building block for the expansion of Islamic banking sector. 
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XI. Marketing 
Islamic banks are struggling against conventional banking and non-banking financial 
institutions, existing pool of Islamic commercial banks and insurance companies. To 
survive in this strategic rivalry, Islamic banks must understand and use the consumer 
satisfaction issues under existing privileges given by Islamic Sharia'h (Mclver and 
Naylor, 1986). Marketing is one of the most important determinant for the 
development of Islamic banking. 
Many good Islamic financial products have not been successful in the past because of 
lack of proper marketing. It is next to impossible to survive in the market without 
proper marketing in this era. The Indian Islamic banking proponents need to think 
about locally "rebranding" or repackaging Islamic finance to its essence via 
commercial offering. 
Xll. 	Financial Inclusion 
Half of the country's population still does not have access to formal financial services 
and is dependent on informal money lenders. Both the government and RBI are 
promoting financial inclusion programs to bring the unbanked population into the 
formal system. But for some Muslims, a banking system not compliant with the 
Sharia'h may be an issue. A Sharia'h-compliant option could encourage them to 
become a part of the banking system. It is an established principle that the government 
wishes to help in the development of the economically backward sections. 
Muslims are extremely backward socially as well as economically. The main reason 
for this is their reservations about interest dealings. Since they form an important part 
of the nation, it is necessary to provide them as well as other interest averse sections 
with an alternative to the present banking system. This will lead to the speeding up of 
the development process for the country as a whole. 
The year 2005 was declared by the United Nations as the international year of financial 
inclusion — making financial services accessible to all including the poorest of the poor 
through micro-finance. Access to financial services was termed as a key to accessing 
all basic human rights — health, education, housing, funds for engaging in businesses 
etc. Barriers to accessing financial services were also identified. One of the identified 
barriers was faith. Islamic banking products would be a step towards greater financial 
inclusion. 
A more pragmatic and globally implementable policy prescription is required and 
which is actually being offered by Islamic banking. Policy makers can add other items 
in the menu of financial services, making financial services relevant for the very large 
segment of the Indian population who are intensely averse to the interest-based finance. 
4.1.2 Initial Hypothetical Model 
A hypothetical model is developed with help of subject experts selected for present study, 
determinants are arranged in order from bottom to top in order of one leads to next level of 
determinants. Determinants with equal weightage are placed at the same level. 
Developments in the global economy is placed at the bottom as it appears to be the most 
independent determinant in the Indian context. It is followed by social & political factors 
which in turns influence legal and regulatory factors. Mindset of regulators and Ideology 
are placed at level fourth. At level five the determinants needs and benefits for Islamic 
banking are placed. Suitable nomenclature for Islamic banking in India and the issue of 
Sharia'h certification is placed at level six. After this level modification of existing Islamic 
banking products according to Indian condition is placed. At level eight appear manpower 
requirement and marketing activities for Islamic banking in India. At the final level it is 
expected that all the determinant appearing at the preceding levels will ultimately lead to 
the financial inclusion of the Indian population which has so far been neglected or 
marginalized by the existing banking system. 
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Financial Inclusion 
Marketing 	 Manpower 
Modification 
Nomenclature 	 Sharia Certification 
Legal and Regulatory Factors 
Political and. Social Factors 
T. 
Development in Global Economy 
Fig 4.1 Initial Hypothetical Model 
4.1.3 Establishing the Contextual Relationships between determinants and 
Development of Structural Self-interaction Matrix 
After identifying and enlisting 12 determinants through literature review and expert 
opinion, the next step was to analyze these determinants. ISM methodology suggests the 
use of the expert opinions based on various management techniques such as brainstorming, 
nominal technique, etc. in developing the contextual relationship among the variables. 
Thus, in this research for identifying the contextual relationship among the determinants 
of Islamic Banking in Indian, a group of experts both from academia and industry were 
consulted. Although the concept of Islamic banking in Indian is relatively new but these 
experts from the industry and academia were well conversant with business practices of 
Islamic Banking. 
Keeping in mind the contextual relationship for each determinants, the existence of a 
relation between any two determinants (p and q) and the associated direction of the relation 
is questioned. Four symbols (V, A, X, 0) are used to denote the direction of relationship 
between the determinants (p and q): 
• V is used if determinant p influences determinant q; 
• A is used if determinant p is influenced by determinant q; 
• X is used if determinants p and q influence each other; and 
• 0 is used if determinants p and q do not influence each other since they are 
unrelated. 
Table 4.1 Self Sustained interactive Matrix (SSIM) 
Financial 
Marketing Manpower Modification Nomenclature 
Sharia'h Needs & Ideology 
Mind•set of Legal & Regulatory 
Political & 
Social 
Development 
in Global 
Inclusion C 	ification Benefits Relator Factors Factors Economy  
Development in 
Global v 0 0 V V 0 V 0 0 V X 
Econom 
Political& V  0 V V V V X A V V 
Social Factors 
Legal & 
Regulatory V V V V V V V V A 
Factors 
0 V v v 0 X Mind-set of 
	v Q 
Regulator 
0 
Q 
0 
V 
v 
x 
V 
V 
0 Ideology 	v 0 
Needs& 	v v 
Benefits 
0 V x Sharia~h 	v V Certification 
V 
0 
V Nomenclature 	V V 
Modification 	V X 
Manpower 	0 
Marketing 	V 
Financial 
Inclusion 
5 
4.1.4 Development of the Initial and Final Reachability Matrix 
The next step is to develop the initial and final reachability matrix from the SSIM. This is 
obtained in two sub-steps. The first sub-step is to obtain the initial reachability matrix from 
the SSIM format by transforming the information of each cell of SSIM into binary digits 
(i.e. ones or zeros). This transformation has been done by substituting V, A, X, 0 by 1 and 
0 as per the following rules: 
• If the (p, q) entry in the SSIM is V, then the (p, q) entry in the initial reachability 
matrix becomes 1 and the (q, p) entry becomes 0; 
• If the (p, q) entry in the SSIM is A, then the (p, q) entry in the initial reachability 
matrix becomes 0 and the (q, p) entry becomes 1; 
• If the (p, q) entry in the SSIM is X, then the (p, q) entry in the initial reachability 
matrix becomes 1 and the (q, p) entry also becomes 1; and 
• If the (p q) entry in the SSIM is 0, then the (p, q) entry in the initial reachability 
matrix becomes 0 and the (q, p) entry also becomes 0. 
Following these rules, initial reachability matrix is prepared as Table 4.2. In the second 
sub-step, final reachability matrix is obtained. The concept of transitivity is introduced for 
this purpose, and some of the cells of the initial reachability matrix are filled by inference. 
After incorporating the transitivity concept, the final reachability matrix is developed and 
is presented. 
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Table 4.2 Initial Reachability Matrix (IFMI 
Financial Sharia'h Needs & Mindset of 
Legal & Political & Development 
Inclusion 
Marketing Manpower Modification Nomenclature 
Certification Benefit 
Ideology  
Regulator 
Regulatory Social in Global 
Factors Factors Econom y 
Development in 
Global 1 0 0 1 1 0 1 0 0 1 1 1 
Econam 
Political &  0 1 1 1 1 1 0 1 1 1 1 Social Factors 
Legal & 
Regulatacy 1 1 1 1 1 1 1 0 0 1 0 0 
Factors 
Mind,setof 1 0 0 1 1 1 0 1 1 1 0 0 Regulator 
Ideology 1 0 0 0 1 1 0 1 1 1 1 0 
Needs& 1 1 0 1 1 1 1 0 0 0 1 0 Benefits 
Sharia'h 1 1 0 1 1 1 0 0 0 0 0 0 Certification 
Nomenelatore I I I 1 1 I 1 0 0 0 0 0 
Modification 1 1 0 1 0 0 0 0 0 0 0 0 
Manpower 0 1 1 0 0 0 0 0 0 0 0 0 
Marketing 1 1 0 1 0 0 0 0 0 0 0 0 
Financial 1 0 0 0 0 0 0 0 0 0 0 0 Inclusion  
Table 4,3 Final Reacbability Matrix (FFM) 
Development 
in Global 
political & Legal & 
Regulatory 
Mindict of 
Ideo1O8Y 
Needs & Sharia'h Nomenclature Modification Manpower Marketing Financial Driving 
Economy 
Social Factors 
Factors 
Regulator Benefits Certification Inclusion Power 
Development 
in Global 1 1 1 I" 0 1 1" 1 1 1" 1" 1 11 
Economy  
political & 
Social 1 1 1 1 0 1 1 1 1 1 1" 1 11 
Factors 
Legal & 
Regulatory 0 0 1 0 0 1 1 1 1 1 1 1 8 
Factors 
Mindset of 0 0 1 1 1 0 1 1 1 1' 1" 1 9 Regulator 
Ideology 0 1 1 1 1 0 1 1 14 1* 1 1 10 
Needs&  0 1 0 0 0 1 1 1 1 1 1 1 8 Benefit 
Sharia'h 0 0 0 0 0 0 1 1 1 1' 1 1 6 Certification 
Nomenclature 0 0 0 0 0 1 1 1 1 1 1 1 7 
Modification 0 0 0 0 0 0 0 0 1 0 1 1 3 
Manpower 0 0 0 0 0 0 0 0 0 1 1 1' 3 
Markating 0 0 0 0 0 0 0 0 1 0 1 1 3 
Financial 0 0 0 0 0 0 0 0 0 0 0 1 1 Inclusion 
Dependence 2 4 5 4 2 5 8 8 10 9 11 12 
4.1.5 Level Partitioning the Final Reachability Matrix 
After creating the final reachability matrix, it is processed to obtain the structural model 
(digraph). Warfield (1974) has presented a series of partitions which are induced by the 
reachability matrix on the set and subset of different variables. From these partitions, one 
can identify many properties of the structural model (Farris and Sage 1975). The 
reachability set and antecedent set for each determinant are found from the final 
reachability matrix. The reachability set consists of the determinant itself and the other 
determinant which it may impact, whereas the antecedent set consists of the determinant 
itself and the other determinant which may impact it. Thereafter, the intersection of these 
sets is derived for all the determinants and levels of different determinants are determined. 
Table 4.4 Iteration I 
Interaction Antecedents Intersection Level 
Development in 
Global Economy 1,2,3,4,6,7,8,9,10,11,12 1,2 1,2 
Political & Social 
Factors  1,2,3,4,6,7,8,9,10,11,12 1,2,5,6 1,2,6 
Legal & 
Regulatory Factors 3 6 7 > 	> 	v$9 ,1011 ,12 1,2,3,4,5 3 
Mind-set of 
Regulator 4 3, s5 ,7 ,8 ,9,10,11,12 1,2,4,5 4,5 
Ideology 2,4,5,7,8,9,10,11,12 4,5 4,5 
Needs & Benefits 2,6,7,8,9,10,11,12 1,2,3,6,8 2,6,8 
sbariati 
Certification 7,8,9,10,11 12 > 1 2 3 4 5 6 7 8 > 	> 	> 	> 	> 	> 	a 7,8 
Nomenclature 6,7,8,9,10,11,12 1,2,3,4,5,6,7,8 6,7,8 
Modification 9,11,12 1,2,3,4,5,6,7,8,9,11 9,11 
Manpower 10,11,12 1,2,3,4,5,6,7,8,10 10 
Marketing 9,11,12 1,2,3,4,5,6,7, 8,9,10,11 9,11 
Financial Inclusion 12, 1,2,3,4,5,6,7,8,9,10,1 1,12 12 1 
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The determinants for whom the reachability and the intersection sets are the same, occupy 
the top level in the ISM hierarchy. The top level determinants are these determinants which 
will not lead the other determinant s above their own level in the hierarchy. Once the top 
level determinant is identified, it is removed from consideration and other top level 
determinants of the remaining sub-group are found. This procedure is continued till all 
Ievels of the structure are identified. These identified levels help in the development of 
digraph and the final model. Top level determinant is positioned at the top of digraph and 
so on. In the present case, the 12 determinants, along with their reachability set, antecedent 
set, intersection set and levels, are presented in Tables 4.4- 6.12. Level identification 
process of these determinants is completed in nine iterations as shown in Tables 6.4 -6.12. 
Table 4.5 Iteration 2 
Interaction Antecedents Intersection Level 
Development tEceny 
Global Economy 1,2,3,4,6,7,8,9,10,11 1,2 1,2 
Political & Social 
Factors 1,2,3,4,6,7,8,9,10,11 1,2,5,6 1,2,6 
L`gai& 
Regulatory Factors 367891011 > 	> 	> 	> 	> 	> 12345 > 	> 	> 	> 3 
Mendsatef 
Regulator 3,4,5,7,8,9,10,11 1,2,4,5 4,5 
Ideology 2,4,5,7,8,9,10,11 4,5 4,5 
Needs & Benefits 2,6,7,8,9,10,11 1,2,3,6,8 2,6,8 
sharia
Y carfeestif Dn 7$91011 > 	> 	> 	> 12345678 > 	> 	> 	> 	> 	a 	> 78 > 
Nomenclature 6,7,8,9,10,11 1,2,3,4,5,6,7,8 6,7,8 
Modification 9,11 1,2,3,4,5,6,7,8,9,11 9,11 II 
Manpower 10,11 1,2,3,4,5,6,7,8,10 10 
Marketing 9,11 1,2,3,4,5,6,7,8,9,10,11 9,11 11 
Fill-7 
Table 4.6 Iteration 3 
Interaction Antecedents Intersection Level 
Development in Global 
Economy 1,2,3,4,6,7,8,10 1,2 1,2 
Political & Social 
Factors 1,2,3,4,6,7,8,10 1,2,5,6 1,2,6 
Legal & Regulatory 
Factors 3,6,7,8,10 1,2,3,4,5 3 
Mind-set of Regulator 3,4,5,7,8,10 1,2,4,5 4,5 
Ideology 2,4,5,7,8,10 4,5 4,5 
Needs & Benefits 2,6,7,8,10 1,2,3,6,8 2,6,8 
Sharia'h Certification 7,8,10 1,2,3,4,5,6,7,8 7,8 
Nomenclature 6,7,8,10 1,2,3,4,5,6,7,8 6,7,8 
Manpower 10 1,2,3,4,5,6,7,8,10 10 III 
Table 4.7 Iteration 4 
Interaction Antecedents Intersection Level 
Development in 
GIobal Economy 1,2,3,4,6,7,8 1,2 1,2 
Political & Social 
Factors  1,2,3,4,6,7,8 12 5,6 1,2,6 
Legal & Regulatory 
Factors 3,6,7,8 1,2,3,4,5 3 
Mind-set of 
Regulator 3,4,5,7,8 1,2,4,5 4,5 
Ideology 2,4,5,7,8 4,5 4,5 
Needs & Benefits 2,6,7,8 1,2,3,6,8 2,6,8 
Sharia 
Certification 7,8 1,2,3,4,5,6,7,8 7,8 IV 
Nomenclature 6,7,8 1,2,3,4,5,6,7,8 6,7,8 IV 
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Table 4.8 Iteration 5 
Interaction Antecedents Intersection Level 
Development in Global 
Economy 1,2,3,4,6 1,2 1,2 
Political & Social 
Factors 
 1 3293,4,6, 1,2,5,6 1,2,6 
Legal & Regulatory 
Factors 3,6, 1,2,3,4,5 3 
Mind-set of Regulator 3,4,5, 1,2,4,5 4,5 
Ideology 2,4,5, 4,5 4,5 
Needs & Benefits 2,6, 1,2,3,6 2,6 V 
Table 4.9 Iteration 6 
Interaction Antecedents Intersection Level 
Development in 1,2,3,4 1,2 1,2 Global Economy 
Political & Social 1,2,3,4 1,2,5 1,2 Factors 
Legal & Regulatory 3 1,2,3,4,5 3 VI Factors 
Mind-set of 3,4,5, 1,2,4,5 4,5 Regulator 
Ideology 2,4,5, 4,5 4,5 
Table 4.10 Iteration 7 
Interaction Antecedents Intersection Level 
Development in 
Global Economy 1,2,4 1,2 1,2 
Political & Social 
Factors 1,2,4 1,2,5 1,2 
Mind-set of 
Regulator 
4,5,  1,2,4,5 4,5 VII 
Ideology 2,4,5, 4,5 4,5 
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Table 4.11 Iteration S 
Interaction Antecedents Intersection Level 
Development o in Global 
Economy 
1,2  1,2 1,2 VIII 
Political & Social 1,2 1,2,5 1,2 VIII 
Ideology 2,5 5 5 
Table 4.12 Iteration 9 
Interaction Antecedents Intersection Level 
Ideology 5 5 5 IX 
4.1.6 Development of Conical Matrix 
Development of conical matrix is carried out by clubbing together determinants in the same 
level, across rows and columns of the final reachability matrix, as shown in Table 4.13. 
The driving power of a determinant is calculated by summing up the number of ones in the 
rows and its dependence power by summing up the number of ones in the columns. 
Subsequently, ranks are calculated by giving highest ranks to the determinant that have the 
maximum number of ones in the rows and columns indicating driving power and 
dependence power respectively. 
4.1.7 Building the ISM- based Model 
Based on the conical matrix, an ISM model is obtained. If there is a relationship between 
the determinants p and q this is shown by an arrow which points from p to q. After 
removing the indirect links, a final model is developed (Figure 4.1). In this development, 
the top level determinant is positioned at the top of the model and second level determinant 
is placed at second position and so on, until the bottom level is placed at the lowest position 
in the model. 
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Table 4.13 Conical Matrix (FFM) 
Development 
in Global 
Polikical& Social Factors 
Legal & 
Regulatory 
Minel•setof Needs& Shana'h 
Nomenclature Modification Manpower Marketing 
Financial Driving 
Economy Factors 
Regulator Benefits Certification Inclusion Power 
Development 
in Global 1 1 1 1 0 1 1 1 1 1 1 1 11 
Economy  
Political & 
Social 1 1 1 1 0 1 1 1 1 1 1 1 11 
Factors 
Legal & 
Regulatory 0 0 1 0 0 1 1 1 1 1 1 1 8 
Factors 
Mindrset of 0 0 1 1 1 0 1 1 1 1 1 1 9 Regulator 
Ideology 0 1 1 1 1 0 1 1 1 1 1 1 10 
Needs& 0 1 0 0 0 1 1 11 1 1 1 8 Benefits 
Sharia'h  0 0 0 0 0 1 1 1 1 1 1 6 Certification 
Nomenclature 0 0 0 0 0 1 1 1 1 1 1 1 7 
Modification 0 0 0 0 0 0 0 0 1 0 1 1 3 
Manpower 0 0 0 0 0 0 0 0 0 1 1 1 3 
Marking 0 0 0 0 0 0 0 0 1 0 1 1 3 
Financial 0 0 0 0 0 0 0 0 0 0 0 1 1 Inclusion 
Dependence 2 4 5 4 2 5 8 8 10 9 11 12 
Financial Inclusion 
Marketing 7 	1 Modification 
Manpower 
Nomenclature 	I 	I Needs & Benefits 
Sharia Certification 
Legal and Regulatory Factors 
Mind-set of Regulator 
Political and. Social Factors 	Development in Global 
Ideology 
Fig 4.2 ISM Based Final Model 
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ISM model is prepped by placing the determinant with highest level value in iteration at 
top and with lowest level value at bottom. After preparation of ISM based model it has 
been found that Ideology (level IX) is placed at the top level and financial inclusion appears 
at the bottom. Ideology initially place at sixth level is placed at top. Development in global 
economy and political & social factors (level VIII) leads to change in the mind-set of 
regulator (level VII), are responsible for change in legal and regulatory factors (level VI). 
Changes in legal and regulatory framework. This will decide the need and benefit (level 
V) for Islamic banking system in Indian financial environment, will decide the shape of 
Sharia'h certification (level V) for Islamic banking in India. It also influences nomenclature 
(level IV) of the Islamic banks in India. This will create the requirement for the manpower 
(level III). All these factors will create the need for marketing and human resource (level 
II) requirements. 
4.2 MICMAC Analysis 
The objective of the MICMAC analysis is to analyze the driving power and the dependence 
of the variables. In the present case, based on their driving power and dependence, the 
previously identified determinants are classified into four clusters (Figure 4.3). The first 
cluster comprises of the "autonomous determinants", second consists of the "dependent 
determinants", third has "linkage determinants" and the fourth cluster consists of the 
"independent determinants". 
The dependence and the driving power of each of these determinants are shown in Table 
4.13. In this table, an entry of "number" along the rows and columns indicates the driving 
power and the dependence, respectively. Subsequently, the driving-dependence power 
diagram is constructed as Figure 4.3. All the determinants are positioned at places 
corresponding to their driving power and dependence. 
The driving power- dependence diagram (Figure 4.3) helps to categorize various 
determinants of Islamic banking in India. There is no determinant in the category of 
autonomous determinant falling in cluster I, which indicates no determinant can be 
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considered as disconnected from the whole system and the .marketers has to pay an 
attention to all the identified determinants for Introducing the Islamic banking in India. In 
cluster II we have dependent determinants such as Mindset of regulator, Sharia'h 
certification, modifications, manpower, marketing and financial inclusion, which are weak 
drivers but strongly dependent on other determinants. They are seen at the top of the ISM 
hierarchy (Figure 4.2). 
Figure 4.3: Driving Power-Dependence Diagram (Determinants) 
1 	2 	3 	4 	5 	6 7 1 8 	9 10 11 12 
Dependence 
The next cluster, i.e. cluster III, consists of those determinants that are termed as linkage 
determinants, Nomenclature has been found the determinant in this category. This 
determinant is influenced by lower level of determinants and in turn influence other 
determinants in the model. A clear inference can be drawn that adoption of name will 
impact issues acceptability, target market, expansion etc. The last and the IV cluster has 
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independent determinants which includes development in global economy, political and 
social factors, needs & benefit, legal and regulatory factors and ideology, which have high 
driving power but little dependence, play a key role in operating Islamic banking in India. 
By virtue of having greater driving power, these determinants are at the bottom of the 
model and the marketers need to address these determinants more carefully. It can be 
observed that these determinants help to achieve the desired results which appear on the 
top of ISM hierarchy. The ISM model shows that ideology have an overall influence on 
the initiatives for the introduction of Islamic banking in India, so ample consideration 
should be given to it. 
It has been found that there are 12 important determinants for the Islamic banking in India. 
From the model developed with the identified determinants in this research, it is clear that 
the most important determinant influencing the introduction of Islamic banking in India is 
the Ideology of the people concern including policy makers, regulators, politicians and 
even consumers. 
Some of the important findings which have emerged from the ISM model are discussed 
below. 
✓ Ideology has been found as the most important independent determinant. Other 
independent determinants are Development in global economy, Social and political 
factors, Legal & regulatory factors and Needs & benefits. All of them have a high 
driving power but low dependency. 
V Financial inclusion, human resource requirements, mindset of the regulator, Sharia'h 
certification, modifications and marketing are dependent determinants which are weak 
drivers but strongly depend on other determinants. So, the marketers should carefully 
monitor effects on these determinants to judge the effectiveness of Islamic banking. 
✓ Nomenclature is the only determinant placed a linkage determinants. It has a strong 
driving power as well as high dependence. This is the ones, which is influenced by the 
lower-level determinants and in turn exert impact on other determinants in the model. 
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Part II 
4.3 Preliminary Examination of Data 
The data was analyzed using SPSS 16. As already discussed, a total of 884 respondents 
completed the survey. As data was collected both online and offline. Screening of the data 
sets was conducted through an examination of basic descriptive statistics and frequency 
distribution. A frequency test was run for every variable to detect any missing responses. 
Online responses were complete in all aspects because of the tools used for collecting 
online response accepted only those responses which are completely filled. Out of offline 
responses, 128 questionnaires were found to be unusable because of missing responses. 
Hence they were discarded resulting in a total of 756 usable responses. 
4.3.1 Descriptive Analysis 
Subsequent to data cleaning and screening, a descriptive analysis of data was carried out. 
Descriptive statistics including minimum, maximum, means, range, standard deviation and 
variance were obtained. Skewness and Kurtosis were obtained to assess normality. 
Skewness refers to the symmetry of a distribution, that is, variable whose mean is not in 
the center of distribution is regarded as skewed variable. On the other hand, kurtosis relates 
to the peakedness of a distribution. A distribution is said to be normal when the values of 
the skewness and kurtosis are equal to zero (Malhotra, 2007). Absolute values of univariate 
skewness indices greater than 3.0 seem to describe extremely skewed data sets and absolute 
values of kurtosis index greater than 10.0 may suggest a problem and values greater than 
20.0 may indicate a more serious one (Hau, 2005). In this study, of the 28 observed 
variables, none had skewness greater than 3.00 and none had kurtosis index greater than 
6.0. These figures indicates that the data was distributed normally. 
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Table 4.14 Descriptive Statistics- Attitude Towards Islamic Ranking 
Variables Range Min Max SD. Var Mean Skew Kurt 
Islamic banking is a banking system for people 4 1 of all faiths/religions. 5 1.61 2.59 3.16 -0.23 -1.59 
In practice Islamic banking is different from 4 1 5 conventional banking. 1.27 1.62 3.61 -0.59 -0.97 
Islamic banking is strictly based on risk sharing 4 1 5 model 0.95 0.90 3.65 0.03 -0.70 
Islamic banking is based on Sharia'h (Islamic 4 1 5 Laws . 0.90 0.81 4.26 -1.38 2.12 
Principles of Islamic banking are at par with the 4 1 5 principles of modem finance. 1.02 I.0$ 3.31 0.24 -0.66 
Islamic 	banking 	provides 	a 	solution 	to 4 1 5 0.95 0.90 3.83 -0.29 -0.56 contemporary financial problems 
Financing on the basis of profit-loss-sharing 
between the lender 	and the borrower will be 4 1 5 0.81 0.66 4.19 -0.60 -0.48 
advantageous to both. 
Islamic banking solves the problems related to 4 1 5 
loan recovery  0.83 0.69 3.85 -0.34 -0.37 
If 	more 	branches 	of 	Islamic 	banking 
institutions open up throughout India, more 4 1 5 0.76 0.57 4.14 -0.70 0.62 people will utilize the services provided by 
these banks. 
Islamic banking addresses socio economic 
issues like suicides committed by marginal 4 1 5 0.74 0.55 3.42 0.07 0.88 
farmers. 
Govt. should immediately allow Islamic banks 
to operate in India in order to mobilize funds 4 1 5 0.82 0.66 4.08 -0.89 0.94 
from the liquidity rich middle eastern countries. 
Islamic banking has a bright future in India. 4 1 5 0.77 0.59 3.64 -0.67 0.45 
Islamic 	banking 	restricts 	the 	uncontrolled 4 1 5 0.94 0.88 3.69 -0.33 -0.33 expansion of financial markets. 
Islamic 	banking institutions encourage the 
development of new financial products and 4 1 5 0.82 0.68 3.72 -0.09 -0.25 
services. 
Investments are more secure in Islamic banks. 4 1 5 1.00 1.00 3.83 -0.24 -1.05 
Financial matters and religion are inseparable. 4 1 5 1.14 1.30 3.26 -0.57 -0.57 
Islamic banking is expected to generate stable 4 1 5 1.00 0.99 3.43 -0.63 0.03 returns on my investments. 
If I put my money in Islamic banks, I am 
contended that my money will not be invested 4 1 5 0.86 0.73 4.37 -1.30 1.14 in unethical ventures like Alcohol, Gambling, 
etc. 
Islamic banks are more regulated form of 
banking as they are governed by regulatory 4 1 5 0.81 0.66 3.84 -0.18 -0.26 
bodies as well as by Sharia'h boards. 
Successful implementation of Islamic banking 
in countries like Malaysia, Singapore, UK, 4 1 5 0.81 0.66 3.88 -0.52 0.54 Indonesia, etc. indicates that it will successful 
in India too. 
Introduction of Islamic banking is expected to 3 2 5 0.79 0.62 4.04 -0.47 -0.27 strengthen the secular character of India. 
Opposition of Islamic banking in India by some 4 1 5 1.03 1.06 3.83 -0.88 0.44 groups is only for political reasons. 
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Attitude towards Islamic Banking 
The means for attitude ranged from 3.16 to 4.37 i.e. neither agree nor disagree to strongly 
agree. Whereas scores were tightly packed around the mean (standard deviation 0.74-
1.61), indicating that most of the respondents share almost similar attitude towards Islamic 
banking. The details of the descriptive statistics are given in table 4.14. 
Response on hypothetical situations related to Islamic banking in India 
Table 4.15 Descrintive Statistics- Resnonse on hvnathetical Situations 
Variables Range Min Max SD. Var. Mean Skew Kurt 
If an Islamic Bank opens its branch in 3 1 4 0.93 .86 2.00 1.01 0.35 India what will be your reaction to it? 
The reasons which motivate people to 
deposit their money in Islamic bank 3 1 4 0.89 .79 2.65 -0.55 -0.44 
are 
In case an Islamic bank announced 
that it had no profit to distribute on 
investment and savings deposits for 4 1 5 1.36 1.84 3.02 -0.06 -0.99 
any one year and if you were a 
depositor with this bank, would you: 
If Islamic banking is available, you 
will agree to patronize the system if 
the return on investment offered by the 4 1 5 1.21 1.46 2.88 0.28 -0.87 
bank for deposits is at least 
If Islamic banking is available, you 
will agree to patronize the system if 4 1 5 1.21 1.46 2.47 0.33 -0.95 the rate charged by the bank for loans 
is at the most 
This segment contained multiple choice questions. The standard deviation is found to be 
ranging from 0.89 to 1.36 and the value for skewness and kurtosis are in permissible limits 
as shown in table 4.15.Descriptive for the dichotomous question are shown in table 4.16. 
Mean value is 1.44 and standard deviation is 0.50. 
Table 4.16 Descriptive Statistics- Referring to others 
Variables Range Min Max SD. Var. Mean Skew Kurt 
Would you suggest your friends to 
switch over to Islamic banks from 1 1 2 0.50 0.25 1.44 0.22 -1.95 
the conventional banking? 
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4.4 Profile of the Respondents 
Frequency distribution containing data about gender, age group, occupation, highest 
qualification, religion, monthly income and city of residence were calculated for all the 
respondents (Table 4.17). The respondents were predominantly male (72.60%). Majority 
of respondents were between 25 to 35 years of age (40.60%) followed by respondents of 
age group 36 to 50 years (33.33%). Nearly 19% respondents are below 25 years and 7% 
are above 50 years of age. 
Table 4.17 Profile of the Resnnndents 
Frequency Percentage 
Gender Male 549 72.60 Female 207 27.40 
Age Group 
(in years) 
Below 25 144 19.04 
25 to 35 307 40.60 
36 to 50 252 33.33 
Above 50 53 7.01 
Occupation 
Government Service 156 20.63 
Private Service 365 48.28 
Self-employed and Business 175 23.14 
Any Other 60 7.93 
Highest 
Qualification 
Below Graduation 141 18.65 
Graduation/ Post Graduation 291 38.49 
M. Phil/ Ph. D. 57 7.53 
Professional Qu4ification 249 32.93 
Religious Education 18 2.38 
Religion 
Hindu 141 18.65 
Muslim 487 64.41 
Christian 27 3.57 
Sikh 101 13.35 
Monthly Income 
Bracket (INR) 
Below 25K3 263 34.78 
25K to 50K 358 47.35 
51K to 75K 97 12.83 
Above 75K 38 5.02 
City of Resident 
NRI 48 6.35 
Metro Cities 82 10.84  
Class A cities 426 56.34 
Other Cities 200 26.45 
3 In written English, the symbol K is often used to mean a multiple of thousand in many contexts. 
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Nearly half of the respondents (48%) are employed in private sector organizations while 
23% either self-employed or doing business. Majority of the respondents are either 
graduates/post graduates (38.5%) or have some professional qualification (33%) while 
7.5% are holding a doctorate degree. A small no of respondents (2.5%) are having religious 
education. 
Respondents are only from four religions. Majority of the respondents are Muslims (64%) 
followed by Hindus (18.65%), Sikhs (13.35%) and Christians (3.57%). Most of the 
respondents are from middle income bracket as 34.78% of respondents are of monthly 
income below 25k, 47.35% are of between 25 k to 50k, 12.83% are between 50k to 75k 
and only 6.35% are above 75k. 6.35% of respondents are NRI and rests are living in 
different classes of cities. 10.84% respondents are from metros 56.34% are from class A 
cities and 26.45% are from other class of cities. 
4.5 Consumer Attitude towards Islamic Banking with respect to 
Demographic Variables 
This - section seek to explore the influence of demographic variables like age, education, 
gender, family type, monthly income, occupation and city of residence on attitude of 
respondents towards Islamic Banking. Attitude of respondents is divided into four 
dimensions named ideology of Islamic banking, awareness about features of Islamic 
banking, knowledge about benefits of Islamic banking and prospects of Islamic banking in 
India. Using ANOVA and t test procedures differences based on demographic variables 
and hypotheses are tested. Post hoc analysis using Scheffe's test is conducted to find out 
that these demographic divisions can further reduced or not. 
In a service business like banking perception of quality emerge from both awareness and 
usage of the products/service. The reason is that unlike the quality of tangible products, 
quality of banking products/services depends on consumers' experience with 
products/service. Banking products/services are experienced while they are produced 
(Cronin & Taylor, 1992; Metawa & Almossawi, 1998; Taylor & Baker, 1994, Rashid & 
Hassan, 2009). In turn, service quality is highly related to (even though not equivalent to) 
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consumer satisfaction. Given the importance of awareness and usage in shaping customer 
behavior, Metawa and Almossawi (1998) measured customer awareness and usage of 
various Islamic bank products/services in context of Bahrain. 
Bank and financial service marketers have traditionally relied on the use of demographic 
segmentation as a means of targeting customers for product and service communication. 
Researchers have identified demography as a very important tool for market segmentation 
to identify target customers and their needs. Bowen and Hedges (1993) noted that the 
importance of various quality improvements differs among customer segments (Stafford, 
1996). It is particularly important to focus first on those customers who are most valuable 
to the bank. One possible method of determining those valuable customers is by utilizing 
customer demographics. Hansman and Schutjens (1993) also support the above researchers 
by proposing a "rational assumption" that age is a strong predictor of changes in attitudes 
and behavior (Stafford, 1996). 
4.5.1 Variation in consumer Attitude towards Islamic Banking with respect 
to Religion 
Various earlier studies pointed that religion as the main reason for choosing Islamic banks 
(Ahmad & Hassan 2007). It is an established fact that religion plays a significant role in 
human behavior and attitudes (Armstrong, 2001; Arnould et al., 2004). Religion affects 
our goals, motivation and satisfaction by influencing how we live and experience life 
(Ellison and Cole, 1982). As interest free banking is primarily linked with the religion 
Islam, positive attitude is expected from the Muslims. The purpose of this part of the study 
is to check weather religion have an impact on attitude towards Islamic banking or not. To 
gauge the influence of religion on various dimensions of respondent's attitude data is 
analyzed using ANOVA test. Respondents of the study are from four different religions: 
Hindu, Muslim, Christian and Sikh. These are the four major religious groups of India 
according to 2011 census .4 
4 Available at http://censusindia.gov.inlCcnsus_And_Youtreligion.aspx 
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4.5.1.1 Variation in Ideology of Islamic Banking with respect to Religion 
The table 4.18 shows the descriptives and ANOVA results for Ideology of Islamic banking 
as a dimension of attitude with respect to religion of the respondent. 
Table 4.18: Variation of Ideology of Islamic Banking with respect to Religion 
Religion N Mean Std. Deviation F Sig. Remark 
Hindu 141 3.43 1.235 
11.67 0.000 Significant 
Muslim 487 3.84 0.702 
Christian 27 3.75 0.252 
Sikh 101 3.44 0.984 
Total 756 3.71 0.874 
The mean values of Ideology of Islamic Banking for different religious groups like Hindus, 
Muslims, Christians and Sikhs are 3.43, 3.84, 3.75 and 3.44 respectively. Variations in the 
dimensions of customer attitude with respect to religion is measured shows significant 
variations in Ideology of Islamic Banking. In comparison to other religions, Muslim 
respondents have obtained slightly higher mean value. ANOVA results show that there is 
significant difference in Ideology of Islamic Banking with respect to the Religion of the 
respondents. Since the associated probability is less than the significance level of 0.05 (F= 
11.67, sig. = 0.000). Therefore null hypothesis HoRI, which states that there is no 
significant variation of Ideology of Islamic Banking with respect to religion of the 
respondents is not supported. 
Table 4.19 shows that most possible pair groups (I, J) are not significant, except the groups 
Hindu-Muslim and Muslim- Sikh. Which indicates that for the dimension of Ideology of 
Islamic Banking consumers can be clubbed into two groups one is of Muslims and other is 
Hindu and Sikhs together, Christian can be clubbed with any one group. 
The mean values of Muslims and Christians (3.84 and 3.78), when compared with those of 
Hindus and Sikhs (3.43 and 3.44) consumers indicate that Muslims and Christians are more 
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inclined towards Ideology of Islamic Banking. The overall mean value is 3.71 which 
indicates that overall a positive response for the Ideology of Islamic Banking. 
Table 4.19 Multiple Comparisons of Ideology of Islamic Banking with respect to Religion 
Religion (I) Religion (J) Mean Difference (I-J) Sig. Remark 
Hindu 
Muslim -0.402 0.000 Significant 
Christian -0.314 0.385 Not Significant 
Sikh -0.010 1.000 Not Significant 
Muslim 
Hindu 0.402 0.000 Significant 
Christian 0.088 0.966 Not Significant 
Sikh 0.393 0.001 Significant 
Christian 
Hindu 0.314 0.385 Not Significant 
Muslim -0.088 0.966 Not Significant 
Sikh 0.305 0.441 Not Significant 
Sikh 
Hindu 0.010 1.000 Not Significant 
Muslim -0.393 0.001 Significant 
Christian -0.305 0.441 Not Significant 
4.5.1.2 Variation in Awareness about Features of Islamic Banking with respect to 
Religion 
Table 4.20 shows the descriptives and ANOVA results for awareness about features of 
Islamic Banking as a dimension of attitude with respect to religion of the respondent. 
Table 4.20: Variation of Awareness about Features of Islamic Banking with Religion 
Religion N Mean Std. Deviation F Sig. Remark 
Hindu 141 4.03 0.728 
18.80 0.000 Significant 
Muslim 487 3.81 0.603 
Christian 27 3.32 0.092 
Sikh 101 3.44 1.047 
Total 756 3.78 0.716 
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The mean values of awareness about features of -Islamic banking for different religious 
groups like Hindus, Muslims, Christians and Sikhs are 4.03, 3.81, 3.32 and 3.44 
respectively. Variations in the dimensions of customer attitude with respect to religion is 
measured shows significant variations for awareness about features as a dimension. 
Surprisingly in comparison to Muslim and other religions, Hindu respondents have 
obtained a higher mean value. 
ANOVA shows that there is significant difference in awareness about features of Islamic 
Banking with respect to the religion of the respondents. Since the associated probability is 
less than the significance level of 0.05 (F= 18.80, sig. = 0.000). Therefore null hypothesis 
HoRF, which states that there is no significant variation in respondent's awareness about 
features of Islamic Banking with respect to religion of the respondents is not supported. 
Table 4.21 Multiple Comparisons of Awareness about Features of Islamic Banking with respect to Religion 
Religion (1) Religion (J) Mean Difference (I-J) Sig. Remark 
Hindu 
Muslim 0.226 0.009 Significant 
Christian 0.713 0.000 Significant 
Sikh 0.597 0.000 Significant 
Muslim 
Hindu -0.226 0.009 Significant 
Christian 0.487 0.006 Significant 
Sikh 0.371 0.000 Significant 
Christian 
Hindu -0.713 0.000 Significant 
Muslim -0.487 0.006 Significant 
Sikh -0.116 0.896 Not Significant 
Sikh 
Hindu -0.597 0.000 Significant 
Muslim -0.371 0.000 Significant 
Christian 0.116 0.896 Not Significant 
122 
Table 4.21 shows that most possible pair groups (I, J) are significant, except the groups 
Christians-Sikh. Which indicates that for the dimension, awareness about features of 
Islamic Banking of consumers can be clubbed into three groups one with Muslims, second 
with Hindu and third with Christians and Sikhs. 
The mean values Hindu, Muslims, Christians and Sikhs are ranging from 4.03 to 3.78, 
which indicates that unlike common thinking Muslims when compared with Hindus are 
not much aware about features of Islamic Banking of Islamic Banking. The overall mean 
value is 3.78 which indicates that overall awareness about features of Islamic banking is 
quite encouraging. 
4.5.1.3 Variation in Knowledge about Benefits of Islamic Banking with respect to 
Religion 
The table 4.22 shows the descriptives and ANOVA results for awareness about Benefits of 
Islamic Banking as a dimension of attitude with respect to religion of the respondent. 
Table 4.22: Variation of Knowledge about Benefits of Islamic Banking with respect to Religion 
Religion N Mean Std. Deviation F Sig. Remark 
Hindu 141 3.58 0.391 
14.20 0.000 Significant 
Muslim 487 3.74 0.609 
Christian 27 3.65 0.205 
Sikh 101 3.27 1.142 
Total 756 3.58 0.391 
The mean values of knowledge about benefits of Islamic Banking for different religious 
groups like Hindus, Muslims, Christians and Sikhs are 3.58, 3.74, 3.65 and - 3.27 
respectively. Variations in the dimensions of customer attitude with respect to religion is 
measured shows significant variations for knowledge about benefits of Islamic Banking as 
a dimension. In comparison to other religions, Muslim respondents have obtained a higher 
mean value for knowledge about benefits of Islamic Banking which is quite obvious. 
ANOVA shows that there is significant difference in knowledge about benefits of Islamic 
Banking with respect to the Religion of the respondents. Since the associated probability 
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is less than the significance level of 0.05 (F=14.20, sig..= 0.000). Therefore null hypothesis 
HoRB, which states that there is no significant variation in respondent's knowledge about 
benefits of Islamic Banking with respect to religion of the respondents is not supported. 
Table 4.23 Multiple Comparisons of Knowledge about Benefits of Islamic Banking with respect to Religion 
Religion (I) Religion (J) Mean Difference (I-J) Sig. Remark 
Hindu 
Muslim -0.153 0.123 Not Significant 
Christian -0.070 0.969 Not Significant 
Sikh 0.314 0.005 Significant 
Muslim 
Hindu 0.153 0.123 Not Significant 
Christian 0.083 0.941 Not Significant 
Sikh 0.467 0.000 Significant 
Christian 
Hindu 0.070 0.969 Not Significant 
Muslim -0.083 0.941 Not Significant 
Sikh 0.385 0.069 Not Significant 
Sikh 
Hindu -0.314 0.005 Significant 
Muslim -0.467 0.000 Significant 
Christian -0.385 0.069 Not Significant 
Table 4.23 shows that most possible pair groups (I, J) are not significant, except the groups 
Hindu-Sikh and Sikh-Muslim. Which indicates that for the dimension, knowledge about 
benefits of Islamic Banking of consumers can be clubbed into two groups one is Muslims, 
Hindus and other is Sikhs. Christian can be clubbed with any of the groups. The overall 
mean value of awareness about benefits of Islamic banking is 3.58 is slightly towards 
positive side. 
4.5.1.4 Variation in Prospects of Islamic Banking in India with respect to Religion 
The table 4.24 shows the descriptives and ANOVA results for prospects of Islamic Banking 
in India as a dimension of attitude with respect to religion of the respondent. 
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Table 4.24: Variation in prospects of Islamic banking in India of Islamic Banking in 
India with respect to Religion 
Religion N Mean Std. Deviation F Sig. Remark 
Hindu 141 4.22 0.431 
32.75 0.000 Significant 
Muslim 487 3.90 0.537 
Christian 27 4.44 0.146 
Sikh 101 3.60 0.786 
Total 756 3.94 0.585 
The mean values in prospects of Islamic banking in India of Islamic Banking for different 
religious groups like Hindus, Muslims, Christians and Sikhs are 4.22, 3.90, 4.44 and 3.60 
respectively. Variations in the dimensions of customer attitude with respect to religion is 
measured shows significant variations in prospects of Islamic Banking as a dimension. In 
comparison to other religions, Christian respondents have obtained a highest mean value 
for prospects of Islamic Banking. 
ANOVA shows that there is significant difference in the dimension prospects of Islamic 
Banking in India with respect to the Religion of the respondents. Since the associated 
probability is less than the significance level of 0.05 (F= 32.75, sig. = 0.000). Therefore 
null hypothesis HoRP, which states that there is no significant variation in respondent's 
prospects of Islamic Banking with respect to religion of the respondents is not supported. 
Table 4.25 shows that most possible pair groups (I, r) are significant, except the groups 
Hindu-Christians. Which indicates that for the dimension, prospects of Islamic Banking, 
Consumers can be clubbed into three groups one with Muslims, second with Sikhs and 
third with Hindu and Christians together. The overall mean value in prospects of Islamic 
banking in India of Islamic banking in India is quite high (3.94) which is a positive sign 
for the future of Islamic Banking in India. 
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Table 4.25 Multiple Comparisons in prospects of Islamic banking in India of Islamic banking in 
India with respect to Religion 
Religion (I) Religion (J) Mean Difference (I-J) Sig. Remark 
Hindu 
Muslim 0.311 0.000 Significant 
Christian -0.236 0.244 Not Significant 
Sikh 0.612 0.000 Significant 
Muslim 
Hindu -0.311 0.000 Significant 
Christian -0.547 0.000 Significant 
Sikh 0.302 0.000 Significant 
Christian 
Hindu 0.236 0.244 Not Significant 
Muslim 0.547 0.000 Significant 
Sikh 0.849 0.000 Significant 
Sikh 
Hindu -0.612 0.000 Significant 
Muslim -0.302 0.000 Significant 
Christian -0.849 0.000 Significant 
4.5.1.5 Variation in consumer Attitude towards Islamic Banking with respect to 
Religion 
Religion may have to be a major influence on consumer attitude with respect to Islamic 
banking. Fig 4.4 shows summary of attitude of respondents with respect to their religion. 
Surprisingly Muslims have acquired highest mean value only for two dimensions Ideology 
of Islamic Banking (3.84) and Benefits (3.74). For the dimension awareness about features 
of Islamic Banking, Hindus had acquired the highest mean value (4.03) followed by 
Muslims (3.81), Sikhs (3.44) and Christians (3.32). Christians acquired the highest mean 
value for the prospects of Islamic banking in India (4.44). 
ANOVA shows that there are there are significant differences in all four dimensions of 
attitude with respect to the Religion of the respondents. Therefore null sub hypothesis 
HoRi, HoRF, HoRB and HoRP, are not supported. So that main hypothesis HORA which 
states that there is no significant variation of attitude with respect to religion of the 
respondents is not supported. 
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Table 4.26 Summary of Hypotheses Testing Results Based on dimensions of attitude towards 
Islamic banking with resnect to Relihinn 
Hypotheses Result 
Significant differences do not exist in consumer's 
HoRI Ideology towards Islamic banking with respect to Not Supported 
their religion. 
Significant differences do not exist in consumer's 
HoRF awareness about features of Islamic banking with Not Supported 
respect to their religion. 
Significant differences do not exist in consumer's 
HoRB knowledge about benefits of Islamic banking with Not Supported 
respect to their religion. 
Significant differences do not exist in consumer's 
HoRP view about prospects of Islamic Banking in India Not Supported 
with respect to their religion. 
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It has been found that there is a significant variation of attitude towards Islamic banking 
with respect to religion of the consumer. Unlike common thinking mean values acquired 
by Muslims are not very high as compared to the consumers of the other religion. Muslim 
respondent have acquired higher mean value only for the dimension ideology and 
knowledge about benefits of Islamic banking. 
For the dimension knowledge about features of Islamic banking Hindus have acquired 
highest mean value while for the dimension prospects of Islamic banking in India 
Christians have acquired the highest mean value. All four sub hypotheses for the 
dimensions of attitude are not supported. So there exists a significant difference in the 
attitude of the consumers towards Islamic banking with respect to their religion. Therefore, 
it is important for an Islamic bank to understand and incorporate the religious effect when 
deciding their product and marketing strategies. 
4.5.2 Mean values obtained by the respondents on various the dimensions 
of attitude towards Islamic Banking across Muslims and non-Muslims. 
Table 4.27 shows the mean values obtained by the respondents on the four dimensions of 
attitude towards Islamic banking. It has been observed that in comparison to their non-
Muslim counter-parts; Muslim respondents have obtained slightly higher mean values in 
almost all the dimensions of attitude towards Islamic banking. In order to probe deeper 
into the findings, the mean values are also tabulated across different demographic 
characteristics considered for the study. Across demographic characteristics almost a 
similar trend has been noticed i.e. Muslims have obtained high mean values as compared 
to the non-Muslims. 
Surprisingly, the non-Muslim respondents with a Ph. D. / M. Phil degree, having income 
below INR 25 thousand a month, doing private service and other business, in the age 
bracket of below 35 years and are living in Class A cities have shown higher mean values 
on account of the Ideology of Islamic Banking than Muslims in the respective 
demographic brackets. 
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Table 4.27: Mean Values of Customer Attitude Towards Islamic Banking Across Demographic Characteristics 
Dimensions of 
attitude - 
Ideology of Islamic 
Banking 
Features Benefits Prospects 
Demographic 
characteristics. 
Muslims 
Non- 
Muslims 
Muslims 
Non- 
Muslims 
Muslims 
Non- 
Muslims 
Muslims 
Non- 
Muslims 
Male 3.752 3.687 3.744 3.639 3.695 3.422 3.884 3.780 
Female 4.150 3.123 4,045 3.896 3.883 3.548 3.948 4.354 
Below 25 years 3.578 4.665 3.973 3.952 4.263 3.064 3.781 4.002 
26 to 35 years 3.783 4.061 3.818 3.227 3.715 3.471 3.944 4.665 
36 to 50 years 3.832 2.649 3.407 3.739 3.285 4.279 3.806 4.061 
Above 50 years 4,517 3.469 4.399 4.473 3.894 3.801 4.101 2.649 
Government 
Service 
3.856 2.559 3.682 3.428 3.844 3.354 4.031 4.399 
Private Service 3.828 4.436 3.733 4.339 3.750 3.779 3.811 4.062 
Self-employed 
and business 
4.213 3.078 3.904 3.067 3.66I 2.833 4.096 3.239 
Any other 2.671 4.577 4.363 4.628 3.635 4.531 3.725 4.372 
Below 
Graduation 
3.190 2.415 3.738 3.496 3.286 3.362 4.098 4.500 
Graduation/Post 
graduation 
3.994 3.800 3.543 3.756 3.468 3.228 3.806 3.570 
M.Phil./Ph.D. 4.025 4.600 4.167 4.654 4.463 4.600 4.094 4.358 
Professional 
Qualification 
3.902 3.324 3.979 3.023 4.005 3.179 3.824 3.960 
Religious 
Education 
3.633 - 4.148 - 3.867 - 4.778 - 
Below 25k 3.724 4.384 3.827 4.320 3.573 3.886 3.929 4.158 
25k-50k 3.789 3.504 3.733 4.020 3.837 3.751 3.750 4.285 
50k-75k 4.321 2.896 4.006 2.761 3.936 2.586 4.292 3.249 
Above 75k 4.389 - 3.930 - 4.021 - 4.175 - 
NRI 3.724 - 3.827 - 3.573 - 3.929 - 
Metro Cities 3.789 3.378 3.733 3.056 3.837 3.244 3.750 4.012 
Class A Cities 4.321 4.470 4.006 4.429 3.936 4.008 4.292 4.024 
Other Cities 4.389 2.505 3.930 3.210 4.021 2.992 4.175 3.978 
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It may be attributed to their experience, better exposure to new developments in their cities, 
private sector jobs and professional education. Further, the non-Muslim respondents who 
are graduates, post-graduates, M. Phil or Ph.D., are above 35 years of age, working in 
private sector and living in class A cities have shown a higher mean value on account of 
the features and benefits of Islamic banking than Muslims in the respective demographic 
bracket. 
For Prospects of Islamic banking in India mean value acquired by the non-Muslims are 
much higher than that of Muslims in most of the demographic brackets. On the whole, it 
may be inferred that education, experience and exposure to new ideas broadens the 
perspective of people which makes them appreciate and accept the good things offered by 
other religions. It appears that the educated non-Muslim respondents view Islamic banking 
as an interest free banking system based on ethics, risk sharing with an in built mechanism 
to control the exploitation of the masses. It may be safely concluded that very much Iike 
the Muslims, the non-Muslims too are anxiously waiting the introduction of interest free 
banking in India. 
4.5.3 Variation in consumer Attitude towards Islamic Banking with respect 
to Gender 
Gender as a demographic variable is the one whose influence on the consumer's attitude 
has been most often studied. The issue of gender equality and empowerment is one that 
affects all societies whether in the West or East. The issue of unequal payment for the same 
jobs in the city of London, one of the world's largest financial centres, is still entrenched. 
In the last century the women have risen to key positions and have been given the 
opportunity to contribute to the nation's progress and development. 
This part of analysis describe the relationship of different dimensions of attitude towards 
Islamic Banking with respect to the gender of the respondent. To gauge the influence of 
gender on various dimensions of respondents attitude data is analyzed using independent 
sample `t' test. 
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4.5.3.1 Variation in Ideology of Islamic Banking with respect to Gender 
The table 4.28 shows the descriptives and the results of `t' test for Ideology of Islamic 
Banking as a dimension of attitude with respect to gender of the respondent. The mean 
values acquired by male and female is 3.73 and 3.63 respectively which inclined towards 
higher mean value on a five point scale. 
Table 4.28 Variation of Ideology of Islamic Banking with respect to Gender 
Gender N Mean S. D. t-value Sig. Remark 
Male 549 3.73 0.81 
1.386 0.166 Not Significant 
Female 207 3.63 1.03 
The results of `t' test (Table 5.15) shows that significant difference does not exist for 
Ideology of Islamic Banking as a dimension of attitude with respect to gender of 
respondents (t=1.386, sig.= 0.166). Since the associated probability is more than the 
significance level of 0.05. Therefore null hypothesis HoGI which states that there is no 
significant difference in the mean value of Ideology of Islamic Banking as a dimension of 
Attitude is supported. 
4.5.3.2 Variation in Awareness about Features of Islamic Banking with respect to 
Gender 
Awareness about features of Islamic banking as a dimension of attitude with respect to the 
gender of the consumer is analyzed in table 4.29 mean value acquired by male and female 
is 3.71 and 3.97. The results of `t' test (Table 5.16) shows that significant difference exists 
for Features as a dimension of attitude (t=-4.459, sig. =0.000). Since the associated 
probability is less than the significance level of 0.05. Therefore null hypothesis HoGF 
which states that there is no significant difference in the mean value of awareness about 
Features of Islamic Banking as a dimension of attitude is not supported. 
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Table 4.29 Variation in Awareness about features of Islamic Banking with respect to Gender 
Gender N Mean S. D. t-value Sig. Remark 
Male 549 3.71 0.74 
-4.459 0.000 Significant 
Female 207 3.97 0.61 
4.5.3.3 Variation in Knowledge about Benefits of Islamic Banking with respect to 
Gender 
The table 4.30 shows the descriptives and the results of `t' test for knowledge about benefits 
of Islamic Banking as a dimension of attitude with respect to gender of the respondent. 
Table 4.30 Variation of Knowledge about benefits of Islamic Banking with respect to Gender 
Gender N Mean S. D. t-value Sig. Remark 
Male 549 3.61 0.74 
-1.838 0.066 Not Significant 
Female 207 3.71 0.47 
The mean values of knowledge about benefits of Islamic Banking for males and females 
are 3.61 and 3.71 respectively. Female respondents have obtained a higher mean value for 
knowledge about benefits of Islamic Banking. The results of `t' test (Table 4.30) shows 
that significant difference does not exist for Knowledge about benefits of Islamic Banking 
as a dimension of attitude (t=-1.838, sig.=0.066). Hypothesis HoGB which states that there 
is no significant difference in the mean value of Knowledge about benefits of Islamic 
Banking as a dimension of Attitude is supported. 
4.5.3.4 Variation in Prospects of Islamic Banking in India with respect to Gender 
The table 4.31 shows the descriptives and the results of `t' test for prospects of Islamic 
Banking in India as a dimension of attitude with respect to gender of the respondent. 
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Table 4.31 Variation in prospects of Islamic banking in India with respect to Gender 
Gender N Mean S. D. t-value Sig. Remark 
Male 549 3.85 0.63 
6.451 0.000 Significant 
Female 207 4.15 0.37 
The mean values in prospects of Islamic banking in India for males and females are 3.85 
and 4.15. Female respondents have obtained a higher mean value. The results of t' test 
(Table 4.31) shows that significant difference exists for prospects of Islamic banking in 
India as a dimension of Attitude (t=-6.451, sig =0.000). Hypothesis HoGP which states 
that there is no significant difference in the mean value in prospects of Islamic banking in 
India as a dimension of Attitude is supported. 
4.5.3.5 Variation in consumer Attitude towards Islamic Banking with respect to 
Gender 
Variations among different attitude dimensions with gender is analyzed and it is found that 
mean value is more than 3.5 (Fig 4.5) for all four dimensions it shows a positive attitude 
of males and females about Islamic banking as 3 is the median on 5 point scale. 
Fig 4.5 A Summary of Attitude with respect to Gender 
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Table 4.32 Summary of Hypotheses Testing Results Based on dimensions of attitude towards 
Islamic hankinty with resnect to Gender 
Hypotheses Result 
Significant differences do not exist in consumer's 
HoGI Ideology towards Islamic banking with respect to their Supported 
gender. 
Significant differences do not exist in consumer's 
HoGF awareness about features of Islamic banking with Not Supported 
respect to their gender. 
Significant differences do not exist in consumer's 
HoGB knowledge about benefits of Islamic banking with Supported 
respect to their gender. 
Significant differences do not exist in consumer's view 
HoGP about prospects of Islamic Banking in India with respect Not Supported 
to their gender. 
Although Males have acquired higher mean value towards Ideology of Islamic Banking 
than females but females acquired higher mean value in remaining three dimensions of 
attitude towards Islamic Banking in India this shows that females have more positive 
attitude. The highest mean value (4.15) is acquired by females for prospects of Islamic 
banking in India. 
Based on the above results, sub two hypothesis HoGI & HoGB are supported and two sub 
hypothesis HoGF & HoGP are not supported. This results implies that, the second main 
hypothesis HoGA which states that there is no significant variation of attitude towards 
Islamic banking with respect to gender is partially supported. So, gender separation is not 
the solution because it is an unwarranted duplication, which has a huge economic cost. 
The mean score of the dimension ideology of Islamic banking for males are higher than 
that of the females. Results of the hypotheses testing has shown that consumer's attitude 
does not vary significantly with respect to the gender of the consumer. This finding is 
supported by the findings of Metwa and Almossawi (1998) and Rashid et al. (2009). 
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4.5.4 Variation in consumer Attitude towards Islamic Banking with respect 
to Age Group 
The age of the respondent is very important, especially when the matter is about accepting 
a new system of banking. Kangis and Voukelatos (1997) found that younger clients (age 
18-24) appreciated the good appearance of staff and the lower queuing time. Young adults 
(25-34) appreciated the modem equipment, problem solving, willingness of staff to help, 
explanations of the services given, friendliness, courtesy, professional knowledge of the 
staff and the location of the branch. Mature adults (35-45) as well as the other older age 
groups, showed inconsistencies in their perceptions for most dimensions, other than 
commonly seeking a reduction in queuing time. 
Mathur and Moschis (1994) found that age is inversely related to credit card use; younger 
adults use credit cards significantly more than older adults (Stafford, 1996). Owusu-
Frimpong (1999) in a separate study on the patronage behavior of Ghanaian bank 
customers considered age, sex, and occupation as three important variables in the 
customers' demography. They found a significant portion of their customers belonging to 
the age group of 30 to 50 years of age. 
To gauge the influence of age on various dimensions of respondent's attitude data is 
analyzed using ANOVA test. Respondents of the study are divided into four different 
groups: Below 25 years, 26 to 35 years, 36 to 50 years and above 50 years, of age. 
4.5.4.1 Variation in Ideology of Islamic Banking with respect to Age Group 
The table 4.33 shows the descriptives and ANOVA results for Ideology of Islamic Banking 
as a dimension of attitude with respect to age group of the respondent. 
The mean values of Ideology of Islamic Banking for different age groups like Below 25 
years, 25 to 35 years, 36 to 50 years and above 50 years are 3.97, 3.86, 3.20 and 4.52 
respectively. Variations in the dimensions of customer attitude with respect to age group 
is measured shows significant variations in Ideology of Islamic Banking. 
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Table 4.33 Variation of Ideology of Islamic Banking with respect to Age Group  
Age Group N Mean S. D. F Sig. Remark 
Less than 25 144 3.97 0.61 
63.70 0.000 Significant 
25 to 35 307 3.86 0.90 
36 to 50 252 3.20 0.74 
Above 50 53 4.52 0.67 
Total 756 3.71 0.87 
In comparison to other age groups, respondents of age group above 50 years of age have 
obtained higher mean value. ANOVA shows that there is significant difference in Ideology 
of Islamic Banking with respect to the Age group of the respondents. Since the associated 
probability is less than the significance level of 0.05 (F= 63.70, sig. = 0.000). Therefore 
null hypothesis HoAGI, which states that there is no significant variation of Ideology of 
Islamic Banking with respect to age group of the respondents is not supported. 
Table 4.34 Multiple Comparisons of Ideology of Islamic Banking with respect to Age Group 
Age (in 
years) (I) 
Age (in years) 
(J) 
Mean Difference 
(I-J) 
Sig. Remarks 
Below 25 
25 to 35 0.114 0.559 Not Significant 
36 to 50 0.772 0.000 Significant 
Above 50 -0.546 0.000 Significant 
25 to 35 
Below 25 -0.114 0.559 Not Significant 
36 to 50 0.659 0.000 Significant 
Above 50 -0.660 0.000 Significant 
36 to 50 
Below 25 -0.772 0.000 Significant 
25 to 35 -0.659 0.000 Significant 
Above 50 -1.319 0.000 Significant 
Above 50 
Below 25 0.546 0.000 Significant 
25 to 35 0.660 0.000 Significant 
36 to 50 1.319 0.000 Significant 
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Table 4.34 shows that most possible pair groups (I, J) are significant, except the groups 25-
35 and below 25 years of age. Which indicates that for the dimension of Ideology of Islamic 
Banking consumers can be divide into three groups below 35, 36to 50 and above 50 years 
of age. 
The table 4.33 shows the descriptives and ANOVA results for Ideology of Islamic Banking 
as a dimension of attitude with respect to age group of the respondent. The mean values of 
respondents below 25, 25 to 35 and 36 to 50 years (3.97, 3.86 and 3.20) when compared 
with those of above 50 years of age (4.52) indicate that respondents of older age are more 
inclined towards Ideology of Islamic Banking. The overall mean value is 3.71 which 
indicates that a positive attitude exist across age groups for the Ideology of Islamic banking. 
4.5.4.2 Variation in Awareness about Features of Islamic Banking with respect to Age• 
Group 
The table 4.35 shows the descriptives and ANOVA results for awareness about features of 
Islamic Banking as a dimension of attitude with respect to age group of the respondent. 
The mean values of awareness about features of Islamic banking for different age groups 
below 25 years, 25 to 35 years, 36 to 50 years and above 50 years are 4.22, 3.S6, 3.31 and 
4.40 respectively. Variations in the dimensions of customer attitude with respect to age 
group is measured shows significant variations for awareness about features as a 
dimension. 
Table 4.35 Variatinn in Awareness about features of Islamic Bankinv with Aore Crnnn 
-Age Group N Mean S. D. F Sig. Remark 
Below 25 144 4.22 0.43 
63.70 0.000 Significant 
25 to 35 307 3.86 0.78 
36 to 50 252 3.31 0.40 
Above 50 53 4.40 0.74 
Total 756 3.78 0.72 
ANOVA shows that there is significant difference in awareness about features of Islamic 
Banking with respect to the age group of the respondents. Since the associated probability 
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is less than the significance level of 0.05 (F= 63.70, sig. = 0.000). Therefore null hypothesis 
HoAGF, which states that there is no significant variation in their awareness about features 
of Islamic Banking with respect to religion of the respondents is not supported. 
Table 4.36 Multiple Comparisons of Awareness about features of Islamic Banking with respect 
to Age Group 
Age (in years) (1) 
Age (in years) 
(3) 
Mean 
Difference (I-J) 
Sig. Remarks 
Below 25 
25 to 35 0.363 0.000 Significant 
36 to 50 0.911 0.000 Significant 
Above 50 -0.177 0.356 Not Significant 
25 to 35 
Below 25 -0.363 0.000 Significant 
36 to 50 0.548 0.000 Significant 
Above 50 -0.541 0.000 Significant 
36 to 50 
Below 25 -0.911 0.000 Significant 
25 to 35 -0.548 0.000 Significant 
Above 50 -1.089 0.000 Significant 
Above 50 
Below 25 0.177 0.356 Not Significant' 
25 to 35 0.541 0.000 Significant 
36 to 50 1.089 0.000 Significant 
Table 4.36 shows that most possible pair groups (I, J) are significant, except the group 
below 25 years and above 50 years. Which indicates that for the dimension, awareness 
about features of Islamic Banking of consumers below 25 years of age and above 50 years 
are combined together. 
The mean values are ranging from 3.31 to 4.40, which indicates that respondents are quite 
aware about the features of Islamic Banking. Respondents of younger generation (i.e. 
below 25 years) have acquired higher mean value which shows that new generations are 
more aware of Islamic Banking features. 
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4.5.4.3 Variation in Knowledge about Benefits of Islamic Banking with respect to Age 
Group 
The table 4.37 shows the descriptives and ANOVA results for knowledge about benefits 
of Islamic Banking as a dimension of attitude with respect to age group of the respondent. 
The mean values of knowledge about benefits of Islamic Banking for different age groups 
below 25 years, 25 to 35 years, 36 to 50 years and above 50 years are 4.34, 3.66, 3.17 and 
3.89 respectively. 
Table 4.37 Variation of Knowledge about benefits of Islamic Banking with respect to Age Group 
Age Group N Mean S. D. F Sig. Remark 
Below 25 years 144 4.34 0.32 
147.31 0.000 Significant 
25 to 35 years 307 3.66 0.64 
36 to 50 years 252 3.17 0.55 
Above 50 years 53 3.89 0.27 
Total 756 3.64 0.68 
ANOVA shows that there is significant difference in knowledge about benefits of Islamic 
Banking with respect to the age group of the respondents. Since the associated probability 
is less than the significance level of 0.05 (F= 147.31, sig. = 0.00(i). Therefore null 
hypothesis I oAOB, which states that there is no significant variation in their knowledge 
about benefits of Islamic Banking with respect to age group of the respondents is not 
supported. 
Table 4.38 shows that all possible pair groups (Z, J) are significant. Which indicates that 
for the dimension, knowledge about benefits of Islamic Banking of consumers can be 
divided into four groups. The overall mean value of awareness about benefits of Islamic 
banking is 3.64 is slightly towards positive side. 
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Table 4.38: Multiple Comparisons of Knowledge about benefits of Islamic Banking with, respect 
to Age Group  
Age (in years) (1) Age (in years) (J) 
Mean 
Difference (I-J) 
Sig. Remarks 
Below 25 
25 to 35 0.680 0.000 Significant 
36 to 50 1.172 0.000 Significant 
Above 50 0.445 0.000 Significant 
25 to 35 
Below 25 -0.680 0.000 Significant 
36 to 50 0.492 0.000 Significant 
Above 50 -0.236 0.037 Significant 
36 to 50 
Below 25 -1.172 0.000 Significant 
25 to 35 -0.492 0.000 Significant 
Above 50 -0.728 0.000 Significant 
Above 50 
Below 25 -0.445 0.000 Significant 
25 to 35 0.236 0.037 Significant 
36 to 50 0.728 0.000 Significant 
4.5.4.3 Variation in Prospects of Islamic Banking in India with respect to Age Group 
The table 4.39 shows the descriptives and ANOVA results for prospects of Islamic Banking 
in India, as a dimension of attitude with respect to age group of the respondent. The mean 
values in prospects of Islamic banking in India of Islamic Banking for different age groups 
below 25, 25 to 35 years, 36 to 50 years and above 50 years of age are 3.96, 3.91, 3.92 and 
4.10 respectively, In comparison to other age groups, respondents of age above 50 years 
have obtained a highest mean value for prospects of Islamic Banking, 
Table 4.39 Variation in prospects of Islamic banking in India with respect to Age Group 
Age Group N Mean S. D. F Sig. Remark 
Below 25 years 144 3.96 0.32 
1.83 0.141 Not Significant 
25 to 35 years 307 3.91 0.68 
36 to 50 years 252 3.92 0.62 
Above 50 years 53 4.10 0.29 
Total 756 3.93 0.58 
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ANOVA shows that there is no significant difference in knowledge about benefits of 
Islamic Banking with respect to the age group of the respondents. Since the associated 
probability is more than the significance level of 0.05 (F= 1.83, sig. = 0.141). Therefore 
null hypothesis HoAGP, which states that there is no significant variation in their prospects 
of Islamic Banking with respect to religion of the respondents is supported. 
Table 4.40 Multiple Comparisons in prospects of Islamic banking in India with respect to Age 
(:rnun 
Age (in years) 
(I) 
Age (in years) 
(J) 
Mean 
Difference (I-J) 
Sig. Remarks 
Below 25 
25 to 35 0.055 0.836 Not Significant 
36 to 50 0.041 0.928 Not Significant 
Above 50. -0.140 0.527 Not Significant 
25 to 35 
Below 25 -0.055 0.836 Not Significant 
36 to 50 -0.013 0.995 Not Significant 
Above 50 -0.195 0.171 Not Significant 
36 to 50 
Below 25 -0.041 0.928 Not Significant 
25 to 35 0.013 0.995 Not Significant 
Above 50 -0.181 0.239 Not Significant 
Above 50 
Below 25 0.140 0.527 Not Significant 
25 to 35 0.195 0.171 Not Significant 
36 to 50 0.181 0.239 Not Significant 
Table 4.40 shows that all possible pair groups (I, J) are not significant. Which indicates 
that for the dimension, prospects of Islamic Banking, Consumers can not be segmented .on 
the basis of their age groups. 
4.5.4.4 Variation in consumer Attitude towards Islamic Banking with respect to Age 
Group 
Variations among different attitude dimensions with age group is analyzed with age group 
of the respondents. Ages of the respondents are segmented into four different groups their 
variation with four dimensions of the respondents attitude is analyzed. 
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It is found that respondents in the age group below 25 years and above 50 years have 
acquired higher mean value than other two age groups, Highest mean value is acquired by 
the age group below 25 for the prospects of Islamic Banking in India. This is a positive  
sign as the younger generation appears to be more optimistic about the future of Islamic 
Banking in India. 
Fig. 4.6 A Summary of Attitude with respect to Age Group 
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ANOVA results in table 4.41 shows that sub hypotheses HMAGI, HoAcF & HoAGB not 
supported and sub hypothesis for prospects of Islamic Banking HoAGP is supported. So 
three out of four sub hypotheses are not supported which Ieads that our second main 
hypothesis HOAGA which defines that there is no significant difference in attitude with 
respect to age group of the respondents is not supported. Which indicates that the 
consumers across age groups are subject to differing attitude towards Islamic Banking. 
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Table 4.41 Summary of Hypotheses Testing-Results Based on dimensions of attitude towards 
islsimic h, nkine with resnert to Au e f:rmin 
Hypothesis Result 
Significant differences do not exist in consumer's 
HoAGI Ideology towards Islamic banking with respect to their Not Supported 
age group. 
Significant differences do not exist in consumer's 
HoAGF awareness about features of Islamic banking with Not Supported 
respect to their age group. 
Significant differences do not exist in consumer's 
HoAcB knowledge about benefits of Islamic banking with Not Supported 
respect to their age group. 
Significant differences do not exist in consumer's 
HoAGP view about prospects of Islamic Banking in India with Supported 
respect to their age group. 
4.5.5 Variation in consumer Attitude towards Islamic Banking with respect 
to Occupation 
A number of studies have analyzed variation in attitude with the occupation of the 
respondents. To gauge the influence of occupation on various dimensions of respondent's 
attitude towards Islamic banking in India, data is analyzed using ANOVA test. 
Respondents of the study are divided into four groups based on their occupation: 
Government Service, Private Sector, Self Employed & Business and others. 
4.5.5.1 Variation in Ideology of Islamic Banking with respect to Occupation 
The table 4.42 shows the descriptives and ANOVA results for Ideology of Islamic Banking 
as a dimension of attitude with respect to consumer's occupation. The mean values of 
Ideology of Islamic Banking for different age groups Government Service, Private Service, 
Self-employed & business and others are 3.09, 3.97, 3.78 and 3.50 respectively. 
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Table 4.42: -Variation of Ideology of Islamic Banking with respect to Occupation 
Occupation N Mean S. D. F Sig. Remark 
Government Service 156 3.09 0.847 
44.83 .000 Significant 
Private Service 365 3.97 0.587 
Self-employed & Business 175 3.78 0.963 
Any Other 60 3.50 - 1.244 
Total 756 3.71 0.874 
ANOVA shows that there is significant difference in Ideology of Islamic Banking with 
respect to the occupation of the respondents. Since the associated probability is Iess than 
the significance level of 0.05 (F= 44.83, sig. = 0.000). Therefore null hypothesis HoOI, 
which states that there is no significant variation of Ideology of Islamic Banking of Islamic 
Banking with respect to age group of the respondents is not supported. 
Table 4.43 Multiple Comparisons of Ideology of Islamic Banking with respect to Occupation 
Mean 
Occupation Occupation 
Difference Sig. Remarks 
(1) (J) 
c1-.n 
Private Service -0.877 0.000 Significant 
Government Self-employed and -0.687 0.000 Significant 
Service Business 
Any Other -0.406 0.012 Significant 
Government Service 0.877 0.000 Significant 
Private Self-employed and 0.189 0.090 Not Significant 
Service Business 
Any Other 0.471 0.001 Significant 
Government Service 0.687 0.000 Significant 
Self-employed 
Private Service -0.1.89 0.090 Not Significant 
and Business 
Any Other 0.281 0.143 Not Significant 
Government Service 0.405 0.012 Significant 
Any Other Private Service -0.471 0.001 Significant 
Self-employed and -0.28162 0.143 Not Significant 
Business 
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Table 4.43 shows that most possible pair groups (I, J) are significant, except the pairs, 
private sector employees-Self-employed & business and others-Self-employed & business. 
Which indicates that for the dimension of Ideology of Islamic Banking, those who are in 
Government jobs are somewhat different from other occupational groups and those who 
are self-employed and doing business can be clubbed together with private sector or others. 
This may be because of the reason Indian government sector culture is still very different 
from the private sector and business class culture. The mean values of respondents who are 
employed in private sector is the highest which shows that private sector participants are 
ideologically in favor of Islamic Banking. 
4.5.5.2 Variation in Awareness about Features of Islamic Banking with respect to 
Occupation 
The table 4.44 shows the descriptives and ANOVA results for awareness about features of 
Islamic Banking as a dimension of attitude with respect to consumer's occupation. The 
mean values of awareness about features of Islamic banking for different occupations such 
as Government Service, Private Service, Self-employed and Business and others are 3.53, 
3.87, 3.58 and 4.48 respectively. Variations in the dimensions of customer attitude with 
respect to occupation is measured shows significant variations for awareness about features 
of Islamic banking as a dimension of attitude. 
Table 4.44: Variation in Awareness about features of Islamic Banking with respect to Occupation 
Occupation N Mean S. D. F Sig. Remark 
Government Service 156 3.53 0.506 
35.96 .000 Significant 
Private Service 365 3.87 0.599 
Self-employed and Business 175 3.58 0.961 
Any Other 60 4.48 0.368 
Total 756 3.78 0.716 
ANOVA results in table 4.44 shows that there is significant difference in awareness about 
features of Islamic Banking with respect to the occupation of the respondents. Since the 
associated probability is less than the significance level of 0.05 (F= 35.96, sig. = 0.000). 
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Therefore null hypothesis HoOF, which states that there is no significant variation in their 
awareness about features of Islamic Banking with respect to occupation of the respondents 
is not supported. 
Table 4.45 Multiple Comparisons of awareness about Features of Islamic Banking with respect 
fn f1rC11n9tinn 
Occupation Mean Difference 
Occupation (J) Sig. Remarks 
• 
(n (f-~ 
Private Service -0.34009 0.000 Significant 
Government 
Self-employed 
-0.05176 0.921 Not Significant Service 
and Business 
Any Other -0.94573 0.000 Significant 
Government 
0.340095 0.000 Significant 
Service 
Private 
Self-employed 
0.288337 0.000 Significant Service 
and Business 
Any Other -0.60563 0.000 Significant 
Government 
Self-employed 
Service 
0.051758 0.921 Not Significant 
and Business 
Private Service -0.28834 0.000 Significant 
Any Other -0.89397 0.000 Significant 
Government 
0.945726 0.000 Significant 
Service 
Any Other Private Service 0.605632 0.000 Significant 
Self-employed 
0.893968 0.000 Significant 
and Business 
Table 4.45 shows that most possible pair groups (I, J) are significant, except the group 
Government Job-Self Employed & Business. Which indicates that for the dimension, 
awareness about features of Islamic Banking of consumers with government job and with 
self-employed & business can be combined together. 
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4.5.5.3 Variation in Knowledge about Benefits of Islamic- Banking with respect to 
Occupation 
The table 4.46 shows the descriptives and ANOVA results for knowledge about benefits 
of Islamic Banking as a dimension of attitude with respect to consumer's occupation. The 
mean values acquired by the dimension of knowledge about benefits of Islamic banking 
for different occupations such as Government Service, Private Service, Self-employed and 
Business and others are 3.56, 3.76, 3.34 and 4.02 respectively. Variations in the dimensions 
of customer attitude with respect to occupation is measured shows significant variations 
for awareness about features as a dimension. 
Table 4.46: Variation of Knowledge about benefits of Islamic Banking with respect to Occupation 
Occupation N Mean S. D. F Sig. Remark 
Government Service 156 3.56 0.526 
23.56 .000 Significant 
Private Service 365 3.76 0.573 
Self-employed and Business 175 3.34 0.855 
Any Other 60 4.02 0.737 
Total 756 3.64 0.683 
ANOVA results show that there is significant difference in awareness about features of 
Islamic Banking with respect to the occupation of the respondents. Since the associated 
probability is less than the significance level of 0.05 (F= 23.56, sig. = 0.000). Therefore 
null hypothesis HoOF, which states that there is no significant variation in their awareness 
about features of Islamic Banking with respect to occupation of the respondents is not 
supported. 
Table 4.47 shows that all possible pair groups (I, J) are significant. Which indicates that 
for the dimension, knowledge about benefits of Islamic Banking of consumers can be 
classified into these four groups. 
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Table 4.47 Multiple Comparisons of Knowledge about benefits of Islamic Banking with respect 
to nccunntinns 
Occupation Occupation Mean Difference 
Sig. Remarks m (J) (I-J) 
Private Service -0.20158 0.016 Significant 
Government Self-employed 
0.211128 0.036 Significant 
Service and Business 
Any Other -0.46821 0.000 Significant 
Government 
0.201584 0.016 Significant 
Service 
Private 
Self-employed 
0.412712 0.000 Significant Service 
and Business 
Any Other -0.26662 0.036 Significant 
Government 
Self- -0.21113 0,036 Significant 
Service 
employed 
Private Service -0.41271 0.000 Significant 
and Business 
Any Other -0.67933 0.000 Significant 
Government 
0.468205 0.000 Significant 
Service 
Any Other Private Service 0.266621 0.036 Significant 
Self-employed 
0.679333 0.000 Significant 
and Business 
4.5.5.4 Variation in Prospects of Islamic Banking in India with respect to Occupation 
The table 4.48 shows the descriptives and ANOVA results for prospects of Islamic Banking 
in India as a dimension of attitude with respect to consumer's occupation. The mean values 
of prospects of Islamic Banking for different occupations such as Government Service, 
Private Service, Self-employed and Business and others are 4.25, 3.87, 3.77 and 4.01 
respectively. Variations in the dimensions of customer attitude with respect to occupation 
is measured shows that significant variations in prospects of Islamic Banking as a 
dimension. In comparison to other age groups, respondents with government jobs have 
obtained a highest mean (4.25) value for prospects of Islamic Banking. 
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Table 4.48: Variation in Prospects of Islamic Banking in India with respect to Occupation 
Occupation N Mean S. D. F Sig. Remark 
Government Service 156 4.25 0.703 
23.43 .000 Significant 
Private Service 365 3.87 0.446 
Self-employed and Business 175 3.77 0.678 
Any Other 60 4.01 0.353 
Total 756 3.94 0.585 
ANOVA shows that there is no significant difference in knowledge about prospects of 
Islamic Banking in India with respect to the occupation of the respondents. Since the 
associated probability is less than the significance level of 0.05 (F= 23.43, sig. = 0.000). 
Therefore null hypothesis HoOP, which states that there is no significant variation in their 
prospects of Islamic Banking with respect to religion of the respondents is not supported. 
Table 4.49 Multiple Comparisons of prospects of Islamic banking in India with respect to Occupation 
Occupation (I) Occupation (J) Mean Difference (I-J) Sig. Remarks 
Private Service 0.378913 0.000 Significant 
Government 
Service 
Self-employed 
and Business 
0.480244 0.000 Significant 
Any Other 0.242308 0.045 Significant 
Government 
Service 
-0.37891 0.000 Significant 
Private Service Self-employed 
and Business 
0.101331 0.277 Not Significant 
Any Other -0.13661 0.383 Not Significant 
Self-employed 
Government 
Service 
-0.48024 0.000 Significant 
Private Service -0.10133 0.277 Not Significant and Business 
Any Other -0.23794 0.046 Significant 
Government 
Service 
-0.24231 0.045 Significant 
Any Other Private Service 0.136606 0.383 Significant 
Self-employed 
and Business 
0.237937 0.046 Significant 
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Table 4.49 shows that most possible pair groups (I, J) are significant, except the group 
Private Service- Job-Self Employed & Business and Private Service-others. Which 
indicates that for the dimension, prospects of Islamic Banking of consumers with private 
job can be combined either with self-employed & business or with other occupation. 
4.5.5.5 Variation in consumer Attitude towards Islamic Banking with respect to 
Occupation 
Variations among different attitude dimensions with age group is analyzed with occupation 
of the respondents. Respondents are divided into four different groups and their variation 
with four dimensions of the respondent's attitude is analyzed. 
~r1`1q~ io ] 	! _ :'its •`''; 	\~ J  
Private Service 	 3 
1Self employed and 	2 
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j.GovernmentSeMcej 	3.091 I 532 1 	3.555 
= Private Service 	 F 	3.968 3.872 3.757 
Self employed and Business 	3.778 3.584 13.344 
i N Any Other 	 3.497 4.478 4.023 
4.248 
3.869 	I 
3.768 
4.006 
The fig 5.4 shows analysis of occupation with four dimensions of attitude of the 
respondents and describes the mean values of each group of respondents on the basis of 
occupation. For Ideology of Islamic Banking highest mean value (3.778) is acquired by 
respondents with self-employment and business and lowest (3.091) by respondents with 
government jobs while when comes to dimension in prospects of Islamic banking in India 
of Islamic Banking in India the condition is completely reversed. For the dimensions, 
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Awareness about features of Islamic Banking and benefits respondents with other 
occupation scored the highest mean values than the respondents with government, private 
and self-employment. Since the associated probability in each case is less than the 
significance level of 0.05, all four sub hypothesis HoOI, HOOF, HoOB and HOOP are not 
supported so main hypothesis HoOA which states that there is no significant variation in 
attitude towards Islamic Banking in India with respect to their occupation is not supported, 
which indicates that the consumers, across occupations are subject to differing attitude 
towards Islamic Banking in India. 
It has been found that occupation of the respondents effect significantly the attitude of the 
consumers. This may be because of the reason that consumers in different occupation 
interact with different type of people.,,and have different work culture. It has been found 
that government job holders, have acquired less mean value in the dimensions Ideology, 
awareness about features and knowledge about benefits of Islamic banking, as compared 
to the private job holders, self-employed and others, but they acquired higher values more 
sure about the prospects of Islamic banking in India. 
Table 4.54 Summary of Hypotheses Testing Results Based on dimensions of attitude towards 
Islamic banking with resnect to Occupation 
Hypothesis Result 
Significant differences do not exist in consumer's 
HoOI Ideology towards Islamic banking with respect to their Not Supported 
age group. 
Significant differences do not exist in consumer's 
HoOF awareness about features of Islamic banking with Not Supported 
respect to their age group. 
Significant differences do not exist in consumer's 
HoOB knowledge about benefits of Islamic banking with Not Supported 
respect to their age group. 
Significant differences do not exist in consumer's view 
HoOP about prospects of Islamic Banking in India with respect Not Supported 
to their age group. 
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Although the mean value, acquired by all groups • are above average; consumers with 
government job and other are much certain about the prospects of Islamic banking in India. 
Businessmen and private jobs show comparatively less prospects of Islamic banking in 
India. While all four sub hypotheses are not supported, attitudinal differences vis-a-vis 
occupation of the consumers is an important factor. This almost agrees with Jaffar & 
Namasivayan (2006), Verma (2008) that occupation influences the consumer's behavior in 
their financial decision making. Thus market segmentation on the lines of consumer's 
occupation is possible. 
4.5.6 Variation in consumer Attitude towards Islamic Banking with respect 
to Educational Qualification 
Education is a complex topic for survey measurement, and the individual's educational 
attainment is a snapshot of possible measures relating to an individual's educational 
experience (Smith, 1995): Educational qualification indicate individuals' ability to learn 
and perseverance (Jenkins and Sabates, 2007). To gauge the impact of educational 
qualification of respondents on various dimensions of respondent's attitude data is 
analyzed using ANOVA test. Respondents of the study are divided into five groups based 
on their educational qualification: Below Graduation, Graduation/Post Graduation, M. Phil 
I Ph. D., Professional Qualification and Religious Education. 
4.5.6.1 Variation in Ideology of Islamic Banking with respect to Educational 
Qualification 
The table 4.51 shows the descriptives and ANOVA results for Ideology of Islamic Banking 
as a dimension of attitude with respect to educational qualification of the respondent. The 
mean values of Ideology of Islamic Banking with educational qualification, Below 
Graduation, Graduation/Post Graduation, and M. Phil. / Ph. D., Professional Education and 
Religious Education are 2.76, 3.91, 4.4 and 3,63 respectively. 
ANOVA shows that there is significant difference in Ideology of Islamic Banking with 
respect to the educational qualification of the respondents. Since the associated probability 
is less than the significance level of 0.05 (F= 80.43, sig. = 0.000). Therefore null hypothesis 
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HoEI, which states that there is no significant variation of Ideology of Islamic Banking of 
Islamic Banking with respect to age group of the respondents is not supported. 
Table 4.51: Variation of Ideology of Islamic Banking with respect to Educational Qualification 
Educational 
Qualification 
N Mean S. D. F Sig. Remark 
Below Graduation 141 2.76 0.831 
80.43 
0.00 
0  
Significant 
Graduation/ Post 
Graduation 
291 3.91 0.799 
M. Phil Ph. D. 57 4.44 0.299 
Professional Qualification 249 3.84 0.674 
Religious Education 18 3.63 0.505 
Total 756 ' 3.71 0.874 
Table 4.52 shows that most possible pair groups (I, J) are significant, except the pairs 
Graduation/ Post Graduation & Professional Qualification and Graduation/ Post 
Graduation & Religious Education. Which indicates that for the dimension of Ideology of 
Islamic banking those who are Graduates/ Post Graduates, with Professional Qualification 
and having Religious Education can be clubbed together. Interestingly respondents with 
religious education had not shown different behavior than with UG PG or professional 
degree. Even there men value is less than those with Ph.D. f MPhil, or professional 
qualification. These results clearly shown that Ideology towards Islamic banking has a 
direct relationship with academic qualification. 
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Table 4.52 Multiple Comparisons of Ideology of Islamic Banking with respect to Educational 
Qualification 
• Educational 
Qualification (I) 
Educational 
Qualification (J) 
Mean 
Difference Sig. Remark 
Below Graduation 
Graduation/ Post Graduation -1.152 0.000 Significant 
M. Phil/ Ph. D. -1.677 0.000 Significant 
Professional Qualification -1.073 0.000 Significant 
Religious Education -0.872 0.000 Significant 
Graduation/ Post 
Graduation 
Below Graduation 1.152 0.000 Significant 
M. Phil/ Pb. D. -0.525 0.000 Significant 
Professional Qualification 0.079 0.817 Not Significant 
Religious Education 0.280 0.650 Not Significant 
M. Phil! Ph. D. 
Below Graduation 1.677 0.000 Significant 
Graduation/ Post Graduation 0.525 0.000 Significant 
Professional Qualification 0.604 0.000 Significant 
Religious Education 0.805 0.003 Significant 
Professional 
Qualification 
Below Graduation 1.073 0.000 Significant 
Graduation/ Post Graduation -0.079 0.817 Not Significant 
M. Phil/ Ph. D. -0.604 0.000 Significant 
Religious Education 0.201 0.867 Not Significant 
Religious Education 
Below Graduation 0.872 0.000 Significant 
Graduation/ Post Graduation -0.280 0.650 Not Significant 
M. Phil/ Ph. D. -0.805 0.003 Significant 
Professional Qualification -0.201 0.867 Not Significant 
4.5.6.2 Variation in Awareness about Features of Islamic Banking with respect to 
Educational Qualification 
The table 4.53 shows the descriptives and ANOVA results for awareness about features of 
Islamic Banking as a dimension of attitude with respect to educational qualification of the 
respondent. 
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Table 4.53 : Variation in Awareness about features of Islamic Banking with respect to Educational 
OnAliticatinn 
Educational 
Qualification 
N Mean S. D. F Sig. Remark 
Below Graduation 141 3.60 0.443 
25.35 0.000 Significant 
Graduation! Post Graduation 291 3.63 0.809 
M. Phil/ Ph. D. 57 4.52 0.345 
Professional Qualification 249 3.87 0.678 
Religious Education 18 4.15 0.464 
Total 756 3.78 0.716 
The mean values of awareness about features of Islamic banking with educational 
qualification, Below Graduation, GraduationlPost Graduation, and M. Phil. / Ph. D., 
Professional Education and Religious Education are 3.60, 3.63, 4.52, 3.87 and 4.15 
respectively. Variations in the dimensions of customer attitude with respect to their 
educational qualification is measured shows significant variations for awareness about 
features of Islamic Banking as a dimension of attitude. 
ANOVA shows that there is significant difference in awareness about features of Islamic 
Banking with respect to the education of the respondents. Since the associated probability 
is less than the significance level of 0.05 (F= 25.35, sig. = 0.000). Therefore null hypothesis 
HoEF, which states that there is no significant variation in their awareness about features 
of Islamic Banking with respect to educational qualification of the respondents is not 
supported. 
Table 4.54 shows that most possible pair groups (I, J) are significant, except the group 
Below Graduation & Business. Graduation. Which indicates that for the dimension, 
awareness about features of Islamic Banking of consumers can be divide into three groups 
one with below graduation, graduation and post-graduation, second professional 
qualification and religious education and third with M. Phil. And Ph. D. 
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Table 4.54 Multiple Comparisons of Awareness about features of Islamic Banking with respect to Educational 
Oualification 
Mean 
Educational Qualification Educational 
(I) Qualification (J) 
Terence Sig. Remark 
Graduation/ Post 
-0.028 0.997 Not Significant 
Graduation 
Below Graduation M. Phil/ Ph. D. -0.914 0.000 Significant 
Professional Qualification -0.263 0.009 Significant 
Religious Education -0.544 0.035 Significant 
Below Graduation 0.028 0.997 Not Significant 
M. Phil/ Ph. D. -0.886 0.000 Significant 
Graduation/ Post Graduation 
Professional Qualification -0.236 0.003 Significant 
Religious Education -0.516 0.042 Significant 
Below Graduation 0.914 0.000 Significant 
Graduation/ Post Significant 
0.886 0.000 
M. Phil/ Ph. D. Graduation 
Professional Qualification 0.650 0.000 Significant 
Religious Education 0.369 0.393 Significant 
Below Graduation 0.263 0.009 Significant 
Graduation/ Post Significant 
0.236 0.003 
Professional Qualification Graduation 
M. Phil/ Ph. D. -0.650 0.000 Significant 
Religious Education -0.281 0.574 Not Significant 
Below Graduation 0.544 0.035 Significant 
Graduation/ Post 
0.516 0.042 
Significant 
Religious Education Graduation 
M. Phil/ Ph. D. -0.369 0.393 Significant 
Professional Qualification 0.281 0.574 Not Significant 
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4.5.6.3 Variation in Knowledge about Benefits of Islamic Banking with respect to 
Educational Qualification 
The table 4.55 shows the descriptives and ANOVA results for knowledge about benefits 
of Islamic Banking as a dimension of attitude with respect to educational qualification of 
the respondent. 
Table 4.55: Variation of Knowledge about Benefits of Islamic Banking with respect to Educational 
Qualification 
Educational Qualification N Mean S. D. F Sig. Remark 
Below Graduation 141 3.33 0.222 
77.20 0.000 Significant 
Graduation/ Post Graduation 291 3.37 0.722 
M. Phil/ Ph. D. 57. 4.56 0.371 
Professional Qualification 249 3.91 0.566 
Religious Education 18 3.87 0.499 
Total 756 3.64 0.683 
The mean values of awareness about features of Islamic banking for different with 
educational qualification, Below Graduation, Graduation/Post Graduation, and M. Phil. / 
Ph. D., Professional Education and Religious Education are 3.33, 3.37, 4.56, 3.91 and 3.87 
respectively. Variations in the dimensions of customer attitude with respect to education is 
measured shows significant variations for awareness about features as a dimension. 
ANOVA shows that there is significant difference in awareness about features of Islamic 
Banking with respect to the occupation of the respondents. Since the associated probability 
is less than the significance level of 0.05 (F= 77.20, sig. = 0.000). Therefore null hypothesis 
HoEB, which states that there is no significant variation in their knowledge about benefits 
of Islamic Banking with respect to occupation of the respondents is not supported. 
Table 4.56 shows that most possible pair groups (I, J) are significant, except the group 
Below Graduation & Business. Graduation. Which indicates that for the dimension, 
knowledge about benefits of Islamic Banking of consumers with below graduation, 
graduation & post-graduation and professional qualification & religious education can be 
clubbed together. 
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Table 4.56 Multiple Comparisons of Knowledge about benefits of Islamic Banking with respect to Educational 
Qualification 
Educational Qualification 
(I) 
Educational 
Qualification (J) 
Mean 
Difference 
{I`,n 
Sig. Remark 
Below Graduation 
Graduation/ Post Graduation -0.041 0.976 Not Significant 
M. Phil/ Ph. D. -1.234 0.000 Significant 
Professional Qualification -0.582 0.000 Significant 
Religious Education -0.539 0.008 Significant 
Graduation/ Post 
Graduation 
Below Graduation 0.041 0.976 Not Significant 
M. Phil/Ph.D. -1.193 0.000 Significant 
Professional Qualification -0.541 0.000 Significant 
Religious Education -0.498 0.014 Significant 
M. Phil/ Ph. D. 
Below Graduation 1.234 0.000 Significant 
Graduation/ Post Graduation 1.193 0.000 Significant 
Professional Qualification 0.652 0.000 ' Significant 
Religious Education 0.695 0.001 Significant 
Professional Qualification 
Below Graduation 0.582 0.000 Significant 
Graduation/ Post Graduation 0.541 0.000 Significant 
- 
M. Phil/ Ph. D. -0.652 0.000 Significant 
Religious Education 0.043 0.999 Not Significant 
Religious Education 
Below Graduation 0.539 0.008 Significant 
Graduation/ Post Graduation 0.498 0.014 Significant 
M. Phil/ Ph. D. -0.695 0.001 Significant 
Professional Qualification -0.043 0.999 Not Significant 
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Results show in table 5.42 indicates that the mean value for this dimension increased as the 
educational qualification increases as the highest mean value acquired by the respondents 
with M. Phil. And Ph. D. degree. 
4.5.6.4 Variation in Prospects of Islamic Banking in India with respect to Educational 
Qualification 
The table 4.57 shows the descriptives and ANOVA results for prospects of Islamic Banking 
in India as a dimension of attitude with respect to educational qualification of the 
respondent. The mean values of prospects of Islamic Banking with educational 
qualification, Below Graduation, Graduation/Post Graduation, and M. Phil. / Ph. D., 
Professional Education and Religious Education are 4.32, 3.71, 4.28, 3.84 and 4.78 
respectively. Variations in the dimensions of customer attitude with respect to educational 
qualification is measured shows that significant variations in prospects of Islamic Banking 
as a dimension. 
ANOVA shows that there is no significant difference in prospects of Islamic Banking with 
respect to the educational qualification of the respondents. Since the associated probability 
is less than the significance level of 0.05 (F= 54.28, sig. = 0.000). Therefore null hypothesis 
HoEP, which states that there is no significant variation in their prospects of Islamic 
Banking with respect to educational qualification of the respondents is not supported. 
Table 4.57 Variation in prospects of Islamic banking in India with respect to Educational 
Oualitication 
Educational 
Qualification 
N Mean S. D. F Sig. Remark 
Below Graduation 141 4.32 0.361 
54.28 0.000 Significant 
Graduation/ Post 
Graduation 
291 3.71 0.583 
M. Phil! Ph. D. 57 4.28 0.326 
Professional Qualification 249 3.84 0.558 
Religious Education 18 4.78 0.140 
Total 756 3.94 0.585 
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Table 4.58 shows that most possible pair groups (I, J) are. significant, except the group 
Below Graduation & M. Phil. / Ph. D. and Graduation/ post-Graduation & professionally 
qualified. Which indicates that for the dimension, prospects of Islamic banking in India 
consumers with below graduation, graduation & M. Phil. / Ph. D. and professionally 
qualified & graduates/ post-Graduates can be clubbed together. 
Table 4.58 Multiple Comparisons in prospects of Islamic banking in India with respect to Educational 
Onalnication 
Educational 
Qualification 
Educational 
Qualification 
Mean Difference Sig. Remark 
Below Graduation 
Graduation/ Post Graduation 0.612 0.000 Significant 
M. Phil/ Ph. D. 0.037 0.995 Not Significant 
Professional Qualification 0.480 0.000 Significant 
Religious Education -0.457 0.014 Significant 
Graduation/ Post 
Graduation 
Below Graduation -0.612 0.000 Significant 
M. Phil/ Ph. D. -0.576 0.000 Significant 
Professional Qualification -0.132 0.068 Not Significant 
Reli ious Education -1.070 0.000 Significant 
M. Phil/ Ph. D. 
Below Graduation -0.037 0.995 Not Significant 
Graduation/ Post Graduation 0.576 0.000 Significant 
Professional Qualification 0.444 0.000 Significant 
Religious Education -0.494 0.014 Significant 
Professional 
Qualification 
Below Graduation -0.480 0.000 Significant 
Graduation/ Post Graduation 0.132 0.068 Not Significant 
M. Phil/ Ph. D. -0.444 0.000 Significant 
Religious Education -0.938 0.000 Significant 
Religious 
Education 
Below Graduation 0.457 0.014 Significant 
Graduation/ Post Graduation 1.070 0.000 Significant 
M. Phil/ Ph. D. 0.494 0.014 Significant 
Professional Qualification 0.938 0.000 Significant 
4.5.6.5 Variation in consumer Attitude towards Islamic Banking with respect to 
Educational Qualification 
Variation in the mean values of four dimensions of attitude towards Islamic banking in 
India with educational qualification is shown in Fig. 4.8. Respondents with doctorate level 
of education acquired highest mean value for almost all four dimensions of attitude. While 
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respondents with lower educational qualification i.e. below graduation shown lowest score 
of mean value in all dimensions except prospects (4.32) of Islamic Banking in India, 
Surprisingly respondents with religious education acquired highest mean value (4.78) only 
for the dimension prospects of Islamic Banking. 
4.8 A Summary of Attitude with respect to Educational 
Qualification 
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ANOVA results show significant differences for all four dimensions of attitude, Ideology 
of Islamic Banking (F=80.43, sig. =0.00), Features (F=25.35, sig. =0.00), Benefits (F— 
77.20, sig. = 0.000) and Prospects (F= 54.28, sig. = 0.000) exist in the mean values of the 
educational groups examined. Since the associated probability in all four dimensions of 
attitude is less than the significance level of 0.05, therefore null sub hypothesis HoEI, 
HoEF, HoEB and HoEP, stands not supported. So that main hypothesis HoEA which states 
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that there is no significant variation of attitude with respect to their educational 
qualification is not supported. 
The present study shows that educationally more qualified consumers have more positive 
attitude towards Islamic banking. They have scored highest mean value in all dimensions 
of attitude except the dimension prospects of Islamic banking in India. 
Table 4.59 Summary of Hypotheses Testing Results Based on dimensions of attitude towards 
Islamic banking with resnect to Educational Qualification 
Hypothesis Result 
Significant differences do not exist in consumer's 
HoEI Ideology towards Islamic banking with respect to their Not Supported 
educational qualification. 
Significant differences do not exist in consumer's 
HoEF awareness about features of Islamic banking with respect Not Supported 
to their educational qualification. 
Significant differences do not exist in consumer's 
HoEB knowledge about benefits of Islamic banking with Not Supported 
respect to their age group.  
Significant differences do not exist in consumer's view 
HoEP about prospects of Islamic Banking in India with respect Not Supported 
to their educational qualification. 
Although they have acquired a very high value for prospects of Islamic banking too. As 
their exposure to global system and their awareness about the recent developments in 
financial market is more than that of those who are comparatively less educated. 
Unexpectedly consumers with Islamic religious education from madarsa have acquired 
highest mean value only for the dimension prospects of Islamic banking, this shows that 
there awareness level about the Islamic banking system is low. This may be because of the 
reason that in Indian madarsa education system exposure to other field is very low. Below 
graduates and graduate/post graduate consumers have shown almost similar attitude. While 
those with professional degrees have moderate attitude towards Islamic banking. 
Respondents with professional qualification and those having M. PhiL1IPh.D., have shown 
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a slightly higher positive attitude than those who are with graduate/post graduate degree or 
below. 
This shows that the level of education has a direct impact on a person's attitude. 
Specifically attainment of higher level of education is felt to increase a person's ability to 
evaluate, accept new things and higher financial risk tolerance. The present study 
somewhat agrees with Hira (1987), Xiao (1995), Mittal and Vyas (2007) that educational 
qualification of consumer's financial decision making. 
4.6.7 Variation in consumer Attitude towards Islamic Banking with respect 
to Monthly Income 
Income category and education have a significant role in customers' usage of various 
Islamic bank products/services (Khan et al., 2007). To gauge the influence of monthly 
income on various dimensions of respondent's attitude data is analyzed using ANOVA 
test. Respondents of the study are divided into four groups based on their Monthly Income: 
Below 25 K, 25 K to 50 K, 51 K to 75 K and above 75K. 
4.5.7.1 Variation in Ideology of Islamic Banking with respect to Monthly Income 
The table 4.60 shows the descriptives and ANOVA results for Ideology of Islamic Banking 
as a dimension of attitude with respect to monthly income of the respondent. 
Txhie 4_fi0- Vnrintinn of Tdenlnav of hhimie Rnnkina with recnPrt to Mnnthly lnenme 
Income N Mean Std. Deviation F Sig Remark 
Below 25K 263 3.82 0.817 
17.27 0.000 Significant 
25k to 5OK 358 3.66 0.906 
51K to 75K 97 3.31 0.834 
Above 75K 38 4.39 0.380 
Total 756 3.71 0.874 
The mean values of Ideology of Islamic Banking with monthly income, Below 25 K, 25 K 
to 50 K, 51 K to 75 K and above 75K are 3.82, 3.66, 4.31 and 4.39 respectively. Variations 
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in the dimensions of customer attitude with respect to their monthly income is measured 
shows significant variations for Ideology of Islamic Banking as a dimension of attitude. 
ANOVA shows that there is significant difference in Ideology of Islamic Banking with 
respect to the monthly income of the respondents. Since the associated probability is less 
than the significance level of 0.05 (F= 17.27, sig. = 0.000). Therefore null hypothesis 
HOINI, which states that there is no significant variation of Ideology of Islamic Banking of 
Islamic Banking with respect to monthly income of the respondents is not supported. 
Table 4.61 Multiple Comparisons of Ideology of Islamic Banking with respect to Monthly Income 
Monthly Income 
(I) 
Monthly Income 
(.1) 
Mean 
Difference (I-J) 
Sig. Remark 
Below 25K 
25k to 50K 0.158 0.156 Not Significant 
51K to 75K 0.510 0.000 Significant 
Above 75K -0.573 0.002 Significant 
25k to 50K 
Below 25K -0.158 0.156 Not Significant 
51K to 75K 0.352 0.004 Significant 
Above 75K -0.730 0.000 Significant 
51K to 75K 
Below 25K -0.510 0.000 Significant 
25k to 50K -0.352 0.004 Significant 
Above 75K -1.082 0.000 Significant 
Above 75k 
Below 25K 0.573 0,002 Significant 
25k to 50K 0.730 0.000 Significant 
51K to 75K 1.082 0.000 Significant 
Table 4.62 shows that most possible pair groups (I, J) are significant, except the pair below 
25K & 25K to 50K. Which indicates that for the dimension of Ideology of Islamic banking 
these two income group is combined to group below 50K. 
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4.5.7.2 Variation in Awareness about Features of Islamic Banking with respect to 
Monthly Income 
The table 4.63 shows the descriptives and ANOVA results for awareness about features of 
Islamic Banking as a dimension of attitude with respect to monthly income of the 
respondent. 
Table 4.62 t Variation in Awareness aboutfeatures of Islamic Banking with respect to 
Monthly Income 
Income N Mean 
Std. 
Deviation 
F Sig Remark 
Below 25K 263 3.90 0.628 
36.42 0.000 Significant 
25k to 50k 358 3.86 0.715 
51K to 75K 97 3.12 0.700 
Above 75k 38 3.93 0.385 
Total 756 3.78 0.716 
The mean values of awareness about features of Islamic banking with monthly income 
Below 25 K, 25 K to 50 K, 51 K to 75 K and above 75K are 3.90, 3.86, 3.12 and 3.93 
respectively. Variations in the dimensions of customer attitude with respect to their 
monthly income is measured shows significant variations for awareness about features of 
Islamic Banking as a dimension of attitude. 
ANOVA shows that there is significant difference in awareness about features of Islamic 
Banking with respect to the monthly income of the respondents. Since the associated 
probability is less than the significance level of 0.05 (F= 36.42, sig. = 0.000). Therefore 
null hypothesis HOINF, which states that there is no significant variation in their awareness 
about features of Islamic Banking with respect to monthly income of the respondents is not 
supported. 
Table 4.64 shows that most possible pair groups (I, r) are not significant, except the group 
monthly income 51K to 75K. Which indicates that for the dimension, awareness about 
features of Islamic Banking of consumers can be divide into two groups one with between 
51K to 75K and second with all other group combined together. 
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Table 4.63 Multiple Comparisons of Awareness about features of Islamic Banking with respect to 
Monthly Income 
Monthly Income 
(1) 
Monthly Income 
(J) 
Mean Difference 
(I-J) 
Sig. Remark 
Below 25K 
25k to 50K 0.033 0.949 Not Significant 
51K to 75K 0.776 0.000 Significant 
Above 75K -0.033 0.994 Not Significant 
25k to 50K 
Below 25K -0.033 0.949 Not Significant 
51K to 75K 0.744 0.000 Significant 
Above 75K -0.066 0.954 Not Significant 
51K to 75K 
Below 25K -0.776 0.000 Significant 
25k to 50K -0.744 0.000 Significant 
Above 75K -0.810 0.000 Significant 
Above 75K 
Below 25K 0.033 0.994 Not Significant 
25k to 50K 0.066 0.954 Not Significant 
51K to 75K - 0.810 0.000 Significant 
4.5.7.3 Variation in Knowledge about Benefits of Islamic Banking with respect to 
Monthly Income 
The table 4.65 shows the descriptives and ANOVA for knowledge about benefits of Islamic 
banking as a dimension of attitude with respect to monthly income of the respondent. 
Table 4.64: Variation of Knowledge about benefits of Islamic Banking with respect to 
Monthly Income 
Income N Mean Std. Deviation F Sig Remark 
Below 25K 263 3.82 3.617 
48.48 0.000 Significant 
25k to 50K 358 3.66 3.798 
51 K to 75K 97 3.31 2.975 
Above 75K 38 4.39 4.021 
Total 756 3.71 3.641 
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The mean values of knowledge about benefits of Islamic banking for different with 
monthly income Below 25 K, 25 K to 50 K, 51 K to 75 K and above 75K are 3.82, 3.66, 
3.31 and 4.39 respectively. Variations in the dimensions of customer attitude with respect 
to monthly income is measured shows significant variations knowledge about benefits of 
Islamic banking as a dimension. 
Table 4.65 Multiple Comparisons of Knowledge about benefits of Islamic Banking with respect to 
Monthly Income 
Monthly Income 
(I) 
Monthly Income 
(.J) 
Mean 
Difference (I-J) 
Sig. Remark 
Below 25K 
25K to 50K -0.180 0.006 Significant 
51K to 75K 0.642 0.000 Significant 
Above 75K ' -0.404 0.003 Significant 
25K to 50K 
Below 25K 0.180 0.006 Significant 
51K to 75K 0.823 0.000 Significant 
Above 75K -0.223 0.225 Not Significant 
51K to 75K 
Below 25K -0.642 0.000 Significant 
25K to 50K -0.823 0.000 Significant 
Above 75K -1.046 0.000 Significant 
Above 75K 
Below 25K 0.404 0.003 Significant 
25K to 50K 0.223 0.225 Not Significant 
51K to 75K 1.046 0.000 Significant 
ANOVA shows that there is significant difference in awareness about features of Islamic 
Banking with respect to the occupation of the respondents. Since the associated probability 
is less than the significance level of 0.05 (F= 48.48, sig. = 0.000). Therefore null hypothesis 
HoINF, which states that there is no significant variation in their knowledge about benefits 
of Islamic Banking with respect to monthly income of the respondents is not supported. 
Table 4.66 shows that most possible pair groups (I, J) are significant, except the group 25K 
to 50K & above 75K. Which indicates that for the dimension, knowledge about benefits of 
Islamic Banking of consumers of these two groups can be clubbed together. 
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4.5.7.4 Variation in Prospects of Islamic Banking in India with respect to Monthly 
Income 
The table 4.67 shows the descriptives and ANOVA results for prospects of Islamic Banking 
in India as a dimension of attitude with respect to monthly income of the respondent. The 
mean values of prospects of Islamic Banking with monthly income Below 25 K, 25 K to 
50 K, 51 K to 75 K and above 75K are 3.96, 3.99, 3.55 and 4.18 respectively. 
Table 4.66 : Variation in prospects of Islamic banking in India with respect to Monthly 
Income 
Income N Mean 
Std. 
Deviation 
F Sig Remark 
Below 25000 263 3.96 0.479 
18.78 0.000 Significant 
25k to 50k 358 3.99 0.553 
51 K to 75K 97 3.55 0.817 
Above 75k 38 4.18 0.428 
Total 756 3.94 0.585 
Table 4.67 Multiple Comparisons in prospects of Islamic banking in India with respect to 
Monthly Income 
Monthly Income 
(I) 
Monthly Income 
(J) 
Mean 
Difference (I-J) 
Sig. Remark 
Below 25000 
25k to 50k -0.032 0.921 Not Significant 
51K to 75K 0.412 0.000 Significant 
Above 75k -0.214 0.191 Not Significant 
25k to 50k 
Below 25000 0.032 0.921 Not Significant 
51K to 75K 0.444 0.000 Significant 
Above 75k -0.182 0.314 Not Significant 
51K to 75K 
Below 25000 -0.412 0.000 Significant 
25k to 50k -0.444 0.000 Significant 
Above 75k -0.626 0.000 Significant 
Above 75k 
Below 25000 0.214 0.191 Not Significant 
25k to 50k 0.182 0.314 Not Significant 
51K to 75K 0.626 0.000 Significant 
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ANOVA results show that there is no significant difference in prospects of Islamic Banking 
with respect to the monthly income of the respondents. Since the associated probability is 
less than the significance level of 0.05 (F= 18.78, sig. = 0.000). Therefore null hypothesis 
HOINP, which states that there is no significant variation in their prospects of Islamic 
Banking with respect to monthly income of the respondents is not supported. 
Table 4.68 shows that most possible pair groups (I, J) are not significant, except the group 
51K to 75K. Which indicates that for the dimension, prospects of Islamic banking in India 
consumers of income group 51k to 75K can be a separate group. 
4.5.7.5 Variation in consumer Attitude towards Islamic Banking with respect to 
Monthly Income 
Variation in the mean values of four dimensions of attitude towards Islamic banking in 
India with monthly income is shown in Fig. 4.9. Respondents with monthly income above 
75K acquired highest mean value for almost all four dimensions of attitude. While 
respondents with lower income i.e. below 25K also show acquired the higher mean values. 
Fig. 4.9 A Summary of attitude with respect to Monthly Income 
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Results shows that consumers who have more income, have more positive attitude towards 
Islamic banking as compared to the other income groups. Next in positive attitude are 
people from lower income group as the mean value acquired by these groups is just Iess 
than consumers of higher income group but much higher than that of middle income group 
consumers. Consumers from the upper middle income group (50K to 75K) have shown the 
least positive attitude towards Islamic banking. 
ANOVA results in shows that there are significant differences for all four dimensions of 
attitude, Ideology of Islamic Banking (F=17.27, sig. =0.00), Features (F=36.42, sig. =0.00), 
Benefits (F= 48.48, sig. = 0.000) and Prospects (F=18.78, sig. = 0.000) exist in the mean 
values of the monthly income groups examined. Since the associated probability in all four 
dimensions of attitude is less than the, significance level of 0.05, therefore null sub 
hypothesis HOINI, HOINF, HoINB and HOINP, stands not supported. So that main hypothesis 
HOINA which states that there is no significant variation of attitude with respect to their 
monthly income is not supported. 
Table 4.68 Summary of Hypotheses Testing Results Based on dimensions of attitude towards 
Islamic hankini! with resnect to Monthly Income 
Hypothesis Result 
Significant differences do not exist in consumer's 
HOINI Ideology towards Islamic banking with respect to their Not Supported 
monthly income. 
Significant differences do not exist in consumer's 
HoINF awareness about features of Islamic banking with Not Supported 
respect to their monthly income. 
Significant differences do not exist in consumer's 
HoINB knowledge about benefits of Islamic banking with Not Supported 
respect to their monthly income. 
Significant differences do not exist in consumer's view 
HOINP about prospects of Islamic Banking in India with Not Supported 
respect to their monthly income. 
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So, it can be summarized that the income has a significant effect on -consumer's attitude 
towards Islamic banking as all four dimensions of attitude have shown variation with 
income. The present study is in agreement with Khan et al, (2007) which said that income 
is significantly and positively related to the attitude and usage of Islamic banking products. 
Studies like Friedman (1974), Cohn et al., (1975), Blume (1978), also support the above 
findings that higher levels of income and wealth have been found to be associated with 
higher levels of risk taking attitude. 
4.5.8 Variation in consumer Attitude towards Islamic Banking with respect 
to City of Residence 
Metwa and Almossawi (1998) in a study on behavior of Islamic bank customers in Bahrain 
considered age, income, level of. education, and nationality as important socio-
demographic variables in associated with customer behaviors. To gauge the influence of 
education on various dimensions of respondent's attitude data is analyzed using ANOVA 
test. Respondents of the study are divided into four groups based on their city of residence: 
NRI, Metro Cities, Class A cities and other cities. 
4.5.8.1 Variation in Ideology of Islamic Banking with respect to City of Residence 
The table 4.70 shows the descriptives and ANOVA results for Ideology of Islamic Banking 
as a dimension of attitude with respect to city of residence of the respondent. The mean 
values of Ideology of Islamic Banking with their city of residence: NRI, Metro Cities, Class 
A cities and other cities are 4.47, 3.64, 3.95 and 3.03 respectively. Variations in the 
dimensions of customer attitude with respect to their city of residence is measured shows 
significant variations for Ideology of Islamic Banking as a dimension of attitude. 
Table 4.69: Variation of Ideology of Islamic Banking with City of Residence 
City of Residence N Mean S.D. F Sig. Remark 
• NRI 48 4.47 0.312 
83.83 0.000 Significant 
Metro Cities 82 3.64 0.700 
Class A Cities 426 3.95 0.796 
Other Cities 200 3.03 0.774 
Total 756 3.71 0.874 
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ANOVA shows that there is significant difference in Ideology of Islamic. Banking with 
respect to the monthly income of the respondents. Since the associated probability is less 
than the significance level of 0.05 (F= 83.83, sig. = 0.000). Therefore null hypothesis H0RI, 
which states that there is no significant variation of Ideology of Islamic Banking of Islamic 
Banking with respect to city of residence of the respondents is not supported. 
Table 4.70 M»ltinle Cmmnarisnns of idenlnov of 1 runic Banking with recneet to City of Recidenee 
Resident (I) Resident (J) 
Mean Difference 
Sig. Remark 
NRI 
Metro Cities 0.823 0.000 Significant 
Class A Cities 0.518 0.000 Significant 
Other Cities 1.437 0.000 Significant 
Metro Cities 
NRI -0.823 0.000 Significant 
Class A Cities -0.305 0.011 Significant 
Other Cities 0.614 0.000 Significant 
Class A Cities 
NRI -0.518 0.000 Significant 
Metro Cities 0.305 0.011 Significant 
Other Cities 0.919 0.000 Significant 
Other Cities 
NRI -1.437 0.000 Significant 
Metro Cities -0.614 0.000 Significant 
Class A Cities -0.919 0.000 Significant 
Table 4.71 shows that all possible pair groups (I, J) are significant. Which indicates that 
for the dimension of Ideology of Islamic banking customer of different type of cities have 
different opinion. 
4.5.8.2 Variation in Awareness about Features of Islamic Banking with respect to City 
of Residence 
The table 4.72 shows the descriptives and ANOVA results for awareness about features of 
Islamic Banking as a dimension of attitude with, respect to city of residence of the 
respondent. The mean values of awareness about features of Islamic banking with their city 
of residence: NRI, Metro Cities, Class A cities and other cities are 4.10, 3.28, 4.09 and 3.26 
respectively. 
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Table 4.71: Variation in Awareness about features of Islamic Banking with respect to City of Residence 
City of Residence N Mean S.D. F Sig. Remark 
NRI 48 4.10 0.287 
114.49 0.000 Significant 
Metro Cities 82 3.28 0.678 
Class A Cities 426 4.09 0.663 
Other Cities 200 3.26 0.437 
Total 756 3.78 0.716 
ANOVA shows that there is significant difference in awareness about features of Islamic 
Banking with respect to the education of the respondents. Since the associated probability 
is less than the significance level of 0.05 (F= 36.42, sig. = 0.000). Therefore null hypothesis 
HoINF, which states that there is no significant variation in their awareness about features 
of Islamic Banking with respect to monthly income of the respondents is not supported. 
Table 4.72 Multiple Comparisons of Awareness about features of Islamic Banking with respect 
to City of Residence 
Resident (I) Resident (J) 
Mean 
Difference (I-J) 
Sig. Remark 
NRI 
Metro Cities 0.823 0.000 Significant 
Class A Cities 0.518 0.000 Significant 
Other Cities 1.437 0.000 Significant 
Metro Cities 
NRI -0.823 0.000 Significant 
Class A Cities -0.305 0.011 Significant 
Other Cities 0.614 0.000 Significant 
Class A Cities 
NRI -0.518 0.000 Significant 
Metro Cities 0.305 0.011 Significant 
Other Cities 0.919 0.000 Significant 
Other Cities 
NRI -1.437 0.000 Significant 
Metro Cities -0.614 0.000 Significant 
Class A Cities -0.919 0.000 Significant 
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Table 4.73 shows that all possible pair groups (I, J) are significant. Which indicates that 
for the dimension, awareness about features of Islamic Banking of consumers of different 
cities have different level of knowledge. 
4.5.8.3 Variation in Knowledge about Benefits of Islamic Banking with City of 
Residence 
The table 4.74 shows the descriptives and ANOVA results for knowledge about benefits 
of Islamic Banking as a dimension of attitude with respect to city of residence of the 
respondent. The mean values of knowledge about benefits of Islamic banking for different 
their city of residence: NRI, Metro Cities, Class A cities and other cities are 4.01, 3.54, 
3.84 and 3.18 respectively. Variations in the dimensions of customer attitude with respect 
to their city of residence is measured shows significant variations knowledge about benefits 
of Islamic banking as a dimension. 
Table 4.73 Variation of Knowledge about benefits of Islamic Banking with respect to City of Residence 
City of Residence N Mean S.D. F Sig. Remark 
NRI 48 4.01 0.389 
59.28 0.000 Significant 
Metro Cities 82 3.54 0.655 
Class A Cities 426 3.84 0.643 
Other Cities 200 3.18 0.582 
Total 756 3.64 0.683 
ANOVA shows that there is significant difference in awareness about features of Islamic 
Banking with respect to city of resident of the respondents. Since the associated probability 
is less than the significance level of 0.05 (F= 459.28, sig. = 0.000). Therefore null, 
hypothesis HoRF, which states that there is no significant variation in their knowledge 
about benefits of Islamic Banking with respect to city of residence of the respondents is 
not supported. 
Table 4.75 shows that most possible pair groups (I, J) are significant, except the group NRI 
& resident of class A cities. Which indicates that for the dimension, knowledge about 
benefits of Islamic Banking of consumers of these two groups can be clubbed together. 
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Table 4.74 Multiple Comparisons of Knowledge about benefits of Islamic Banking with 
respect to City of Residence 
Resident (I) Resident (J) 
Mean 
Difference (I-J) 
Sig. Remark 
NRI 
Metro Cities 0.472 0.001 Significant 
Class A Cities 0.170 0.348 Not Significant 
Other Cities 0.833 0.000 Significant 
Metro Cities 
NRI -0.472 0,001 Significant 
Class A Cities -0.301 0.001 Significant 
Other Cities 0.362 0.000 Significant 
Class A Cities 
NRI -0.170 0.348 Not Significant 
Metro Cities 0.301 0.001 Significant 
Other Cities 0.663 0.000 Significant 
Other Cities 
NRI -0.833 0.000 Significant 
Metro Cities -0.362 0.000 Significant 
Class A Cities -0.663 0.000 Significant 
4.5.8.4 Variation in Prospects of Islamic Banking in India with respect to City of 
Residence 
The table 4.76 shows the descriptives and ANOVA results for prospects of Islamic Banking 
in India as a dimension of attitude with respect to city of residence of the respondent. 
Table 4.75: Variation In Prospects of Islamic Banking in India with respect to City of Residence 
City of Residence N Mean S.D. F Sig. Remark 
NRI 48 4.28 0.424 
13.78 0.000 Significant 
Metro Cities 82 3.78 0.831 
Class A Cities 426 3.86 0.469 
Other Cities 200 4.07 0.660 
Total 756 3.94 0.585 
The mean values of prospects of Islamic banking for different their city of residence: NRI, 
Metro Cities, Class A cities and other cities are 4.28, 3.78, 3.86 and 4.07 respectively. . 
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Variations in the dimensions of customer attitude with respect to city of residence is 
measured shows that significant variations in prospects of Islamic Banking as a dimension. 
ANOVA shows that there is no significant difference in prospects of Islamic Banking with 
respect to the monthly income of the respondents. Since the associated probability isless 
than the significance level of 0.05 (F= 13.78, sig. = 0.000). Therefore null hypothesis HoRP, 
which states that there is no significant variation in their prospects of Islamic Banking with 
respect to city of residence of the respondents is not supported. 
Table 4.77 shows that most possible pair groups (I, J) are not significant, except the group 
NRI & Other Cities and Metro Cities & Class A cities. Which indicates that for the 
dimension, prospects of Islamic banking in India consumers can be divided into two groups 
one includes NRI & Other Cities and other with Metro Cities & Class A cities. 
Table 4.76 Multiple Comparisons of Knowledge about benefits of Islamic Banking with respect 
to City of Residence 
Resident (I) Resident (J) 
Mean 
Difference (I-J) 
Sig. Remark 
NRI 
Metro Cities 0.497 0.000 Significant 
Class A Cities 0.415 0.000 Significant 
Other Cities 0.209 0.160 Not Significant 
Metro Cities 
NRI -0.497 0.000 Significant 
Class A Cities -0.082- 0.702 Not ,Significant 
Other Cities -0.289 0.002 Significant 
Class A Cities 
NRI -0.415 0.000 Significant 
Metro Cities 0.082 0.702 Not Significant 
Other Cities -0.207 0.001 Significant 
Other Cities 
NRI -0.209 0.160 Not Significant 
Metro Cities 0.289 0.002 Significant 
Class A Cities 0.207 0.001 Significant 
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4.5.8.5 Variation in consumer Attitude towards Islamic Banking with respect to City 
of Residence 
Variation in the mean values of four dimensions of attitude towards Islamic banking in 
India with city of residence is shown in Fig. 5.6. NRI respondents with acquired highest 
mean value for all four dimensions of attitude. While respondents from metro cities shows 
the lowest mean values. Among those consumers who are living in India consumers from 
class A cities has acquired the highest mean values for all four dimensions of attitude 
except prospects of Islamic banking in India, followed by metro cities and other cities. 
Other cities have acquired the highest mean value among consumer's living in India only 
for dimension prospects of Islamic banking in India. 
Fig. 4.10 A Sumary of Attitude with respect to City of Residence 
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ANOVA results show significant differences for all four dimensions of attitude, Ideology 
of Islamic Banking (F=83.83, sig. =0.00), Features (F=114.49, sig. =0.00), Benefits (F= 
59.28, sig. = 0.000) and Prospects (F= 13.78, sig. = 0.000) exist in the mean values of the 
city of residence is examined. Since the associated probability in all four dimensions of 
attitude is less than the significance level of 0.05, therefore null sub hypothesis Horn, 
HoRF, HoRB and HoRP, stands not supported. So that main hypothesis HoRA which states 
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that there is no significant variation of attitude with respect to their city of residence is not 
supported. 
Table 4.77 Summary of Hypotheses Testing Results Based on dimensions of attitude towards 
Islamic banking with resnect to ON of residence 
Hypothesis Result 
Significant differences do not exist in consumer's 
HoRI Ideology towards Islamic banking with respect to their Not Supported 
city of residence. 
i Sign ficant differences do not exist in consumer's 
HoRF awareness about features of Islamic banking with Not Supported 
respect to their city of residence. 
Significant differences do not exist in consumer's 
HoRB knowledge about benefits of Islamic banking with Not Supported 
respect to their city of residence. 
Significant differences do not exist in consumer's view 
JIoRP about prospects of Islamic Banking in India with Not Supported 
respect to their city of residence. 
4.5.9 Summary of the Hypotheses Testing 
All the seven null hypotheses had been tested for significance and the results of the 
hypotheses testing revealed that six out the seven main hypotheses of the study are not 
supported. This shows that consumer's attitude towards Islamic Banking varies 
significantly with respect to all the chosen demographic variables except gender. 
Along with the Muslims, Christians have also shown high mean values for almost all 
dimensions of consumer attitude towards Islamic banking. Other religions are also not far 
behind. Surprisingly Muslims have not scored highest value in all dimensions of consumer 
attitude towards Islamic banking. 
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Table 4.78 Summary of. Hypotheses Testing Results Based on attitude towards Islamic banking 
with reBnect to demographic variables 
S. No. Hypothesis Result 
Significant differences do not exist in consumer's 
HoRA attitude towards Islamic banking with respect to their Not Supported 
religion. 
Significant differences do not exist in consumer's 
HoGA attitude towards Islamic banking with respect to their P 	rally 
gender. Supported 
Significant differences do not exist in consumer's 
HOAGA attitude towards Islamic banking with respect to their Not Supported 
age group. 
Significant differences do not exist in consumer's 
HoOA attitude towards Islamic banking with respect to their Not Supported 
occupation. 
Significant differences do not exist in consumer's 
HoEA attitude towards Islamic banking with respect to their Not Supported 
educational qualification 
Significant differences do not exist in consumer's 
HoINA attitude towards Islamic banking with respect to their Not Supported 
monthly income. 
Significant differences do not exist in consumer's 
HoRA attitude towards Islamic banking with respect to their Not Supported 
city of residence. 
Younger consumer of age group below 25 years have acquired high mean values which 
shows that younger generation is ready to accept Islamic banking system for their banking 
needs. Senior citizens of age above 50 years of age have acquired highest values for all 
dimensions of attitude. 
Consumers working in private sector have a somewhat higher positive attitude towards 
Islamic banking. While those working in public sector are lagging behind but they have 
scored the highest values for the prospects of Islamic banking in India. 
Respondents with higher education have shown more positive attitude towards Islamic 
banking in India. Respondents with doctorate level education have acquired the highest 
scores while respondents having below graduation level of education have scored the 
lowest with respect to their attitude towards Islamic banking. Respondents with Islamic 
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education have scored high values for all dimensions of attitude towards Islamic banking 
but surprisingly not the highest scores. 
Income level of the consumer is found to have a significant impact on consumer's attitude 
towards Islamic banking in India. The consumers of higher income bracket have acquired 
the highest mean values across all the dimensions of consumer attitude towards Islamic 
banking in India. 
Attitude of the NRI respondents towards Islamic banking in India differs significantly from 
the attitude of respondents living in India. This may be attributed to the fact that the NRIs 
have already experienced Islamic banks in their countries of present residence. Although 
consumers attitude towards Islamic banking varies with respect to type of city they are 
presently residing, but respondents across all types of cities have acquired high mean 
values for all dimensions of consumer attitude towards Islamic banking in India. 
Thus, Marketers need to focus on demographic characteristics Iike religion, age, income, 
occupation, education and present city of residence of the consumers when designing 
products and developing strategy for the introduction of Islamic banking in India. 
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4.6 Findings Related to Patronizing Islamic Banking in Various 
Hypothetical Situations 
At present there are no Islamic banks in India, therefore the respondents were requested to 
give their immediate reaction to a few hypothetical situations posed before them. This was 
done primarily with the intention to gauge their reaction to the possible introduction of 
Islamic banking in India. Their responses are summarized in the following section. An 
attempt has also been made to see whether there is any difference in the responses of 
Muslims and non-Muslims. 
4.6.1 Situation 1: Introduction of Islamic Banking in India 
When the respondents were asked about their reaction, regarding the opening of Islamic 
bank in India, 37.78 % Muslims and 15.24% non-Muslims respondents said that they will 
immediately open an account with such type of bank. Expectedly, Muslims have shown 
greater enthusiasm than non-Muslims in opening an account with Islamic bank as there is 
a significant difference in the responses shown in table 4.79. 
Table 4.79: Reaction on opening of an Islamic banking branch (Mann-Whitney Test) 
If an Islamic Bank opens its branch in India Non- 
Z_ Muslim Total Sig what will be your reaction to it? Muslim Value 
Open an account immediately with such type of 41 184 225 
bank (15.24%) (37.78%) (29.76%) 
Wait for market response and open an account 
with such a bank if it is providing more benefits 1910 2180 400 
(71.00 /o) (44.76 /o) (54.10 %) than existing commercial banks -3.894 0.000 
Will 	continue 	banking 	with 	the 	traditional 16 5 21 
commercial banks (5.95%) (1.03%) (2.78%) 
21 80 101 Can't say a  (7.81 /o) o (16.43 /o) 0 (13.36 	) 
More than half (54%) of the consumers are likely to go for Islamic bank only if it provides 
better profit than the existing conventional banks. For the growth and sustainability, 
Islamic bank needs to perform better than conventional banks, failing which, they will not 
get a good number of customers and even they may lose some from their existing 
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customers. Only less than 3% of consumers responded that they will continue with their 
existing banks. Therefore, there appears to be a fairly large perspective customer base for 
Islamic banking in India. 
4.6.2 Situation 2: Non-distribution of profit by an Islamic bank 
In the event of nondistribution of profit by any Islamic bank, there exists a significant 
difference in the responses of Muslims and non-Muslims as shown in table 4.80. It has 
been observed that only 12.03% of the respondents will immediately transfer their money 
to fixed return conventional banks. Expectedly, Muslims as compared to non-Muslims 
seem to be more inclined to Islamic banks. Nearly 56% of Muslims are likely to remain 
depositors in Islamic bank whereas only 30% non-Muslim depositors are likely to keep 
their money in Islamic banks. For 33% of the Muslims, religious compulsion guide them 
to continue with an Islamic bank even if it distribute no profit. While for the rest of the 
respondents i.e. 30% non-Muslims and 23% Muslims the expectation of high profit in 
subsequent years guide them to stay with their Islamic bank. 
Table 4.80: Reaction in case of non-distribution of profit (Mann-Whitney Test) 
In case an Islamic bank announced that it had 
no profit to distribute on investment and Non- 
savings deposits for any one year and if you Muslims Muslims Total Value 
Sig 
were a depositor with this bank, would you: 
Keep the deposit at the same or a different Islamic 0 160 160 
bank, because placing the deposit with a non- (0%) (32.85%) (21.16%) 
Islamic bank contravenes Islamic principles 
54 37 91 
Withdraw all deposits at once and switch them to 
one or more banks which guarantee a return (20.07°) (7.6%) (12.03%) 
81 112 193 
Remain a depositor at the Islamic bank because it -3.056 0.000 
could distribute high profits in subsequent years (30.11 %) (23%) (25.52%) 
109 51 160 
Consult relatives and colleagues and then decide 
what to do (40.52%) (10.47%) (21.16%) 
25 127 152 
Can't Say (9.29%) (26.08%) (20.11%) 
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4.6.3 Main Reason as a Motivation to deposit in an Islamic Bank 
When asked about the main reason which motivates the people to deposit money in an 
Islamic bank. There is a significant difference in the response of Muslims and non-Muslims 
as shown in table 4.81. Only 15% respondents put religion as the sole reason, whereas a 
majority of 53% respondents have mentioned religious and profitability reasons combined 
as the main reason which motivates them to deposit their money in an Islamic bank. For 
non-Muslims nearly 46.10% has put profitability reason as the main reason. The results are 
in line with findings of Metawa and Almossawi, 1998 that religion as well as profit are 
important motivational factor for customers to choose Islamic banks. 
Table 4.81 Main Reasons as a Motivation to deposit in an Islamic Bank (Mann-Whitney Test). 
The reasons which motivate people to 
deposit their money in Islamic bank Non-Muslim Muslim Total V ue  Sig 
are 
Religious reason solely 33 0 81 1140 12.27 /0 16.63 /0 15.08 /o 
Profitability reason solely 124 10 134 (46.10%) (2.05%) 17.72% -10.101 0.000 Religious and profitability reasons III 297 408 
combined (41.26%) (60.99%) (52.97%) 
1 99 100 Can't say (0.37%) 
0  
(20.33%) (13.23) 
4.6.4 Acceptable rate to do business with Islamic banks 
For Muslims, Islamic Banking is a matter of faith as well as business but for non-Muslims 
it is purely business. Hence, their reasons for patronizing and accepting Islamic banking 
are different from those of Muslims. This section is an attempt to measure the minimum 
acceptable profit on deposits and maximum acceptable margins for patronizing an Islamic 
bank. 
4.6.4.1 Profit on Deposits 
Table 4.82 shows that there is significant difference in the response of Muslims and non-
Muslims for the minimum expected profit for patronizing an Islamic bank. Results show 
that nearly 77% of respondents are likely to accept Islamic banking, in case they will offer 
5 Extra mark up money given to banks 
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equal or more profit than conventional bank. It shows that 21.15% of Muslims and 10.41 
% of non-Muslim consumers will deposit their money in an Islamic bank even if they offer 
upto 20% less profit than conventional bank. 
Table 4.82 Minimum acceptable rate for deposit at an Islamic bank (Mann-Whitney Test) 
If Islamic banking is available, you will agree 
to patronize the system if the profit on Non- Zy 
Muslim Total Sig investment offered by the bank for deposits is Muslim Value 
at least 
Greater than 20% more than what is being 72 15 87 
offered by other commercial banks. (26.77%) (3.08%) (11.51%) 
Up to 20% more than what is being offered 112 191 303 
by other commercial banks. (41.64%) (39.23%) (40.08%) 
At par with what is being offered by other 45 156 201 
3.056 0.000 
commercial banks. (16.72%) (32.03%) (26.59%) 
Up to 20% less than what is being offered by 28 103 131 
other commercial banks. (10,41%) (21.15%) (17.33%) 
Even more than 20% less than what is being 12 22 34 
offered by other commercial banks. (4.46%) (4.51%) (4.49) 
While this proportion decreases drastically when profit is reduced further. About a quarter 
of consumers (26.59%) consumers will go for Islamic banks if they offer at least equal 
profit offered by existing commercial banks. 40% of the respondents will go for Islamic 
bank if their offering is 20% more than that of commercial banks. 
4.6.4.2 Margin on Lending 
It has been shown in table 4.83 that there is significant difference in the response of 
Muslims and non-Muslims for the minimum acceptable margin for lending money from an 
Islamic bank as `Z' value is -11.465 and sig value is 0.00 (which is less than 0.05). When 
the situation is related to availing loan from an Islamic bank, 42 % Muslim consumers will 
prefer an Islamic bank even if it charges 20% more than what is being charged by 
conventional banks. 
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A whopping 65 % of consumers will go for a loan from an Islamic bank provided rate for 
lending is not more than what is being offered by conventional banks. If lending charges, 
charged by Islamic banks are at least 20% less than what is being offered by the commercial 
banks, the percentage of consumers opting for it is likely to go up to 96%. 
Table 4.83 Maximum acceptable margin for loans from an Islamic bank (Mann-Whitney Test) 
If Islamic banking is available, you will 
agree to patronize the system if the return Non- 
Muslim Total Sig 
on investment offered by the bank for Muslim Value 
deposits is at least 
Greater than 20% more than what is I4 15 29 
being offered by other commercial banks. (5.20%) (3.08%) (3.84%) 
Up to 20% more than what is being 46 191 237 
offered by other commercial banks. (17.10%) (39.22%) (31.35%) 
At par with what is being offered by other g3 156 239 -11.465 0.000 commercial banks. (30.86%) (32.03%) (31.61%) 
Up to 20% less than what is being offered 51 103 154 
by other commercial banks. (18.96%) (21.15%) (20.37%) 
Even more than 20% less than what is 75 22 97 
being offered by other commercial banks. (27.88%) (4.52%) (12.83%) 
For sustaining in the market Islamic banks need to provide better rates or at least equal 
rates than the rates offered by existing banks to consumers. This findings are in line with 
the findings of Dawes and Swailes, 1999, who have shown that customer loyalty depends 
upon service and profitability. 
4.6.5 Referring Islamic Banking to Others (Reference Groups) 
To the respondents when it was asked whether they would recommend Islamic banking to 
others, more than half (55%) of the respondents were in favor of recommending Islamic 
banks to others. While percentage in case of Muslims is greater than that of non-Muslims. 
Table 4.83 shows that there is a significant difference in response of Muslims and non-
Muslims. 
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Table 4.84: Referring Islamic Banking to a Friend (Mann-Whitney Test) 
Would you suggest your friends to 
switch over to Islamic banks from the Non-Muslim Muslim Total Sig 
Value 
conventional banking? 
Yes I14 306 420 (42.38%) (62.83%) 55.560/-) -5.415 0.000 
155 181 336 NO (57.62%) (37.17%) (44.44%) 
It may be inferred that the sustainability of Islamic banking lies in satisfying the initial 
customers which are served by Islamic banks. A positive word of mouth communication 
defends largely on the customer satisfaction of the initial clients of Islamic banks.. 
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Challenges and Opportunities for Islamic Banking in India 
Chapter Overview 
The purpose of this chapter is to summarize and discuss the key findings of the study. First, 
the challenges for Islamic banking in India are discussed. Subsequently, various 
opportunities related to Islamic banking in India are summarized. 
5.1 Challenges for Islamic Banking in India 
The journey of Islamic banks throughout the world has been an interesting one. On one 
hand, at the time of its introduction in most of the countries of the world, it has faced 
opposition in one form or the other. Some of the common problems faced by Islamic banks 
are resistance to change, issues related to acceptability of Islamic banks, opposition from 
some publics, lack of political will, issues related to legal and regulatory framework, etc. 
While on the other hand, once the Islamic banks were successfully introduced in these 
countries most of the barriers in the way of Islamic banking disappeared with the successful 
operation of Islamic banks. 
Some challenges which are specific to the Indian context, Which are mentioned as under: 
• It has been found that the Ideology of Islamic banking is the strongest independent 
determinant which has the maximum influence on the banking system. People from all 
sectors either regulators, policy makers, politicians, social activists, bureaucrats, bankers 
or customers have some preconceived notion, e.g. Islamic banking is for Muslims only, 
banking without interest is not possible, religion and financial matters are two different 
things, etc. Even some people from the Muslim community have expressed their doubts 
and reluctance towards Islamic banking. 
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S 	The findings of the study have highlighted the lack of awareness among the masses 
regarding Islamic banking as one of the obstacle in the way of Islamic banking in India. 
Creating the right kind of awareness about Islamic banking is therefore very important. It 
has been observed in the Muslim countries where Islamic banking has been launched 
people have very high expectations from Islamic banks. Most of the customers are still not 
aware of the basic principles of Islamic banking. The awareness creation programs 
developed by Islamic banks, therefore, should be initiated with due care. Difficulty in 
understanding Islamic economics deter the depositors from approaching Islamic banks. 
Effective marketing programs along with investors' education programs should be 
launched to create and expand awareness for Islamic banking. 
• Among Muslims, criticism has been raised against the banking approach itself 
Some allege that it is nothing but the changes of nomenclature only, while others question 
its capability to meet all the financial requirements of modern economies. Some go further 
to say that the whole exercise is futile, with the macro level money creation process 
remaining the same, what is being attempted through the so called innovative products is 
nothing but a cosmetic touch given to the existing practice of banking. Even in international 
arena, Islamic banks have to price their investments on global standards like London Inter-
bank Offered Rate (LIBOR) which are essentially interest based. These issues have to be 
addressed properly by the Islamic scholars, finance experts and those who campaign for 
Islamic Finance and Banking. 
• There is a common thinking that Islamic Banking is only for Muslims, and it is 
meant to serve some religious purposes only. There are some social groups which are 
regularly propagating against Islamic banking by associating Islamic banking with terrorist 
funding. This is a baseless allegation against Islamic banks, As long as transparency is 
maintained and regular audits are performed under RBI guidelines, Islamic banking will 
remain a viable business activity. Islamic banks have appeared in several countries from 
the United Kingdom to Japan and Singapore without causing any disruption in the financial 
system. 
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• In a plural and secular country like India, misunderstanding among the majority 
community needs to be addressed through awareness creation. Islamic banking is only a 
mechanism for financing business without providing debt. It is also to be focused that it is 
based on ethics and Socially Responsible Investment (SRI). It needs to be show cased that 
40% customers in Islamic banks in Malaysia are Chinese non-Muslims and in UK, 20% 
customers of Islamic banks are non-Muslims. Islamic banking is not merely for Muslims 
in terms of an interest-free transaction but it is also a profitable activity for the non-
Muslims. Islamic banking was launched primarily for Muslims but in general it is 
beneficial for all the communities. 
• Politically, India is a secular country where introducing a system of banking linked 
with any religion is not an easy task. Some political parties are continuously opposing the 
Islamic banking only because of its name. For example, a well-known leader from a 
political party had filed a petition against Kerala government's move to establish an NBFC 
working on Sharia'h principles. 
• Some of India's policymakers resist any reforms. They fear that abandoning 
directed lending would raise rural unemployment, arguably the country's biggest social 
challenge. And losing the captive market for government bonds would increase the state's 
borrowing costs. But helping productive firms expand is the best way to reduce poverty, 
increase employment, and boost government revenues for spending on rural welfare. 
Designing and sequencing the reforms to minimize short-term costs of transition will be 
essential. But India's population will pay a higher price if the government forgoes financial 
system reforms altogether. 
• Recommendations of Sinha committee report (2006) is now a big challenge for 
Islamic banking in India. The report is of the view that Islamic banking is not possible in 
India without properly understanding the working of Islamic banks globally. It has pointed 
out that the theory of Zakat fund and Sharia board are against India laws. RBI should re-
examine its stand on interest free banking and government of India should amend the 
regulations to accommodate interest free banking / Windows as per the recommendation 
of Raghuram Rajan Committee Report (2008). 
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• At present regulations and tax regimes would make Islamic banking products less 
favorable to customers. Indian banking laws do not explicitly prohibit Islamic banking but 
there are provisions which make Islamic banking an almost unviable option. Banks in India 
are governed under the Banking Regulation Act 1949, Reserve Bank of India Act 1934, 
Negotiable Instruments Act 1881, and the state and central Co-operatives Acts. One of the 
most distinguishable features of these Acts is that they define Banking in such a way that 
Banks can accept deposits from the public only for further lending. A number of sections 
such as section 5 (b) and 5 (c) of the Banking Regulation Act 1949 prohibit banks from 
investing on profit and loss sharing (PLS) basis. Further, section 8 of the Banking 
Regulation Act 1949 reads, "No banking company shall directly or indirectly deal in 
buying or selling or bartering of goods". No major changes in the regulatory, legal and 
fiscal framework needs to be made only a few amendments are required in tax laws to 
accommodate Islamic banking. It is strange but true that banks and financial institutions 
have always believed that the Banking Regulation Act and the regulation framed there in, 
do not allow Islamic banking activity as such and no institution has so far tried to verify 
the truth or otherwise of the assumption. Since such an assumption is not true, it is 
worthwhile taking a step forward and introduce products under Islamic window which 
meet the requirements of banking law and Sharia'h. 
• Nomenclature is the single linkage determinant which needs to be dealt with care. 
Sometimes obliging one will create distance from the others. Giving an Islamic name does 
not always suggest that it is not acceptable to non-Muslims and strongly valued by 
Muslims. While a giving a general nomenclature to Islamic banking is likely to dilute its 
core Ideology. 	Effective long term planning can help in the adoption of correct 
nomenclature and Sharia'h certification. It will also help and in convincing the regulators 
and policy makers in adopting the necessary regulatory framework for Islamic banking. 
• RBI has shown concern over Sharia'h Advisory Boards in Islamic banks. Sinha 
committee reported that dual regulation is not possible. RBI is taking Sharia'h advisory 
board as a regulatory body while Sharia'h board is not a regulatory body. It is a panel of 
experts which is there just for advisory and certification purpose. 
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• There is a lack of adequate human resources in the field of Islamic banking and 
finance. There is an abundant supply of people specializing in the area of economics and 
finance. Also, there is no dearth of scholars in the area of Islamic law. What is found 
missing is the manpower specializing both in economics and Islamic jurisprudence. This 
has resulted in a Iack of an interdisciplinary focus. Only a few institutions in India are 
presently offering courses in Islamic banking and finance. 
• Operational problem worth mentioning is the product development and 
modifications according to Indian scenario. Additional efforts are required in product 
handling and administration. The product development process requires substantially 
higher time and cost efforts (more problems are likely to occur with respect to Sharia'h 
compliance requirements). Because there is a lack of Sharia'h scholars are who can assist 
in product development. Islamic banks incur an additional external costs arising out of the 
hiring of Sharia'h Supervisory Board and Sharia'h advisers. Stiff competition from well-
established conventional banks is also a big challenge before the Islamic banks in India. It 
is quite difficult to manage a changeover of consumer attitude towards a new banking 
system. 
5.2 Opportunities for Islamic Banking in India 
• Islamic banking industry has experienced fast development in the recent decades, 
rising demand and increasing popularity around the world. It is fast emerging as an 
alternative to the interest based conventional banking. Islamic banking institutions are now 
operating in over 75 countries. Islamic banking has grown many fold since the 1980s. 
Today's Islamic banking industry is rapidly evolving from niche to mainstream. The 
growth of Islamic banking assets is now estimated at $1.4 trillion and growing at a rate of 
15% to 20% a year. The Gulf Co-operation Council (GCC) proportion of total Islamic 
banking assets has reached 30% and is projected to rise to 40% in the coming years. In 
Malaysia, the Islamic banking share is currently 12% and the government is committed to 
boosting this to 20%. In Islamic countries such as the United Arab Emirates (UAE), where 
less than 30% of the local population are Arabs, sharia-compliant banks are gaining market 
share at the expense of conventional banks. Islamic banking is also doing well in the 
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European countries and the USA. In order to match with the pace of the global economy, 
Indian policy makers can hardly afford to ignore the global potential of Islamic banking 
system. The adoption of Islamic banking is not just offering an alternative system of 
banking to the customers, it is a step in the direction of integrating with the world market. 
• The global financial crisis of 2007-09 has acted as a catalyst to redefine financial 
markets in favour of Islamic banking. In many emerging economies, Islamic banking 
institutions are leading the way to provide services to under banked populations previously 
ignored by conventional banks. To Muslim business (and non-Muslim business), Islamic 
banking is a viable alternative for their financial needs. 
• Besides being the world's second most populous country, India is also the world's 
second most populous Muslim country. It is Asia's third largest and one of world's fastest 
growing economies. Its Muslim population is estimated to be between 160-200 million. 
Potential of the Indian Muslims still remains largely untapped and underutilized. It is 
reported that in India, thousands of crores earned in interest is kept in suspended accounts 
as some of the Muslims do not claim it. The assets controlled by Muslims are estimated to 
be $1.5 trillion and growing at 15% a year. In Kerala alone, it is reported that this money 
could be above Rs.40, 000 crores. Research reveals that a handsome bulk of money in India 
owned by the Muslims is lying idle which if invested on a profit sharing basis and utilized 
properly, can have a major impact on the Indian economy[. 
• India has become one a major hub for financial services in South Asia. India has 
two stock exchanges that are among the five largest in the world. Half of Fortune 500 
companies have their presence in India. India needs direct investments, portfolio 
Investments, venture capital investments and investments in infrastructure sector. The 
Investment commission has identified 25 key sectors spanning infrastructure, 
manufacturing, services, natural resources and the knowledge economy. These require an 
aggregate investment of $ 500 billion. An estimated $ 1.5 trillion funds are available for 
investment in the Middle Eastern Islamic countries, largely from higher oil prices. By 2020 
these countries will have will have $ 9 trillion to invest. About $ 800 billion Arab money 
' (Bindu Vasu-Legal Officer) RBI Legal News & Views-Journal Section, Vol. 10 Issue no 2 / April-June 2005. 
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has moved from the US and Europe to other regions after 9/11. If government of India 
wants to tap this huge fund then it should make way for Islamic banking and finance in 
India. 
• It has been found that on the whole in comparison to their non-Muslim counter-
parts; Muslim respondents have obtained slightly higher mean values in almost all the 
dimensions of attitude towards Islamic banking. However, the non-Muslim respondents 
who are graduates, post-graduates, M. Phil or Ph.D., are above 35 years of age, are private 
sector employees are and living in class A cities have shown a higher mean value on 
account of the features and benefits of Islamic banking than Muslims in the respective 
demographic bracket. For prospects of Islamic banking in India mean value acquired by 
the non-Muslims are much higher than that of Muslims in most of the demographic 
brackets. These are some of the positive signals in the favour of introduction of Islamic 
banking in India. 
• The present study shows that consumers who are living abroad (NRI) have shown 
a positive attitude towards Islamic banking. Unlike other consumers they are living in the 
city/country where Islamic banking is already operational, so different attitude is shown by 
them in study is quite obvious. Indians working in Middle East and Middle Eastern 
companies flush with petrodollars can also be a good source of financial resources for 
Indian banking institutions offering Islamic banking services. 
• A good number of respondents have mentioned that they will prefer to put their 
savings in Islamic Banks if these banks provide better profit than existing commercial 
banks. It has been found that over all nearly 30% respondents would like to open an account 
with an Islamic bank immediately. These 3 0% fall under the category of innovators. 54% 
are likely to switch over if the Islamic bank perform well. These 54% are consists of early 
adopters and early majority. Only 2.78% of the have shown reluctance to accept Islamic 
bank and they wish to continue with their conventional banks. 13.36% are undecided so if 
Islamic banking performs well these 13.36% can become banks customer. So acquiring 
initial customer base is comparatively easy for Islamic banks. Muslims get attracted 
towards Islamic banking because of their religious obligations but the positive response of 
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the 15% non-Muslims, towards Islamic banking is mainly because of successful 
international operations of the Islamic banks. 
• It has been found that in case of an unlike event of non-distribution of profit by an 
Islamic bank only 12.03% of consumers will immediately transfer their money to 
conventional banks. Others will continue their transactions with Islamic bank either 
because of their religious beliefs or expectations of higher profit in subsequent years. 
Expected, Muslims as compared to non-Muslims are more drawn to Islamic banks nearly 
56% of Muslims would remain depositor in Islamic bank because placing a deposit with a 
non-Islamic Bank contravenes Islamic principles, whereas only 30% non-Muslim 
depositors keep their money in Islamic bank. 
• The findings indicate that the a Iarge number of respondents would be receptive to 
the idea of dealing with Islamic banks as long as the organization that is providing the 
service is at par with the existing commercial banks. This provides a great opportunity for 
Indian financial institutions. If Indian organizations can build on their experience and 
reputation in the financial world, and can provide Islamic banking products in India, they 
can aim to gain a growing customer base of the Muslim as well as non-Muslim population. 
• The Sachar Committee report of 2006 & Raghuram Rajan committee report of 2008 
highlighted numerous issues involved in Muslims accessing bank credit and the 
discrimination by scheduled commercial banks in facilitating credit and other services in 
Muslim-concentrated areas. The Raghuram Rajan committee has recommended that 
measures should be taken to permit the delivery of interest-free finance on a larger scale, 
including through the banking system it would be possible, through appropriate measures, 
to create a framework for such products without any adverse systemic risk impact. Based 
on the recommendations of this report, the United Progressive Alliance government started 
the Prime Minister's New 15 Point Program for the welfare of minorities, and included the 
target of enhanced credit support to Muslims for economic activities. 
• For the first time government has shown interest in Islamic finance business in 
India. This it indicates that Islamic finance is going to grow from its current position. 
Various players in the corporate sector like Tata, Taurus have launched Sharia'h compliant 
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products, several state governments are looking at exploring and capitalising on Sharia'h 
compliant financing options. RBI has given permission to first Sharia'h compliant NBFC 
to start its operation in Kerala. 
• Ministry of Minority Affairs is keen to bring its financing arm (National Minority 
Development Finance Corporation) under Sharia'h and they are looking at further 
strengthening of Sharia'h compliance of various Muslim-centred activities that fall under 
the Wakf Act or related to performing Hajj3. Looking at the overall developments at 
private, government as well as international levels it can be expected that India is Iikely to 
become the next big market for Islamic banking services in the world. Its success will also 
depend upon the preparedness of India's corporate sector and the support it receives from 
the regulators. 
• The product innovations fostered by Islamic banking institutions and international 
organizations aim at enlarging the product and service offerings to customers and making 
them more competitive vis-a-vis conventional products and services. 
• Ethical financing based on profit and loss sharing approach, which will help uplift 
poor, prevent farmer suicides, help SMEs4 and cottage industries especially amongst the 
marginalized section of the society. 
• The Kerala High court in February 2011 dismissed Dr Subramanian Swamy's 
petition and approved Kerala Government's decision to float Sharia'h based Non-Banking 
Financial Company (NBFC). Kerala high court judgment in favor of Islamic banking is a 
big boost for Islamic banking in India. In this judgment Chief Justice J. Chalameshwar and 
2 A wagf, is, under the context of sadagah, an inalienable religious endowment in Islamic law, typically donating a building or plot of 
land or even cash for Muslim religious or charitable purposes. The donated assets are held by a charitable trust. 
'The Hajj is an Islamic pilgrimage to Mecca and the largest gathering of Muslim people in the world every year. It is one of the five 
pillars of Islam, and a religious duty which must be carried out by every able-bodied Muslim who can afford to do so at least once in 
his or her lifetime. 
{ Small and medium enterprises or small and medium-sized enterprises (small and medium-sized businesses, SMSs) are companies 
whose Investment in Plant & Machinery fall below certain limits (current limit INR 100 million). 
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Justice Ramachandra Menon have said that "No Specific Prohibition contained in any 
statute makes it impermissible to carry out Islamic Banking in India". 
A few Islamic MFIs (Micro Finance Institutions) in India have scored the most 
significant notable successes. From the Muslim Funds of Western UP to Toor Bait-ul-Maal 
of Hyderabad, the Bait-un-Nasr of Bombay and Islamic Welfare Society of Bhatkal, they 
have had several successful attempts at relieving the financial burdens of people in need. 
These helping hands have not been confined only to the social & personal sphere but have 
also aided small businesses, agriculturists and persons seeking to defray expenses for 
obtaining overseas employment - all of which have a direct economic impact on the well-
being of those concerned. Success of these MFIs can be taken as the foundation for the 
introduction of Islamic banking in India. 
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Conclusions, Recommendations and Implications 
Chapter Overview 
This chapter discusses the conclusions, recommendations and implications based on the 
findings of the study. First, conclusions of the study is given, followed by 
recommendations made on the basis of determinants of Islamic banking in India, their 
mutual relationship and hierarchy. Subsequently, the recommendations based on customer 
attitude and willingness towards Islamic banking are made. The chapter concludes with 
implications of the study. 
6.1 Conclusions 
The study attempts to address the underlying challenges and opportunities of Islamic 
banking in India. It includes the identifications of key determinants of Islamic banking and 
understanding consumer's attitude towards it. The conclusions of the study are classified 
in two sections, section 1 discusses the determinants of Islamic banking and section two 
covers conclusions based on consumer's attitude towards Islamic banking 
6.1.1 Conclusions Based on Identification of Key Determinants of Islamic 
Banking in India 
Determinants of Islamic banking in India have its significance because of the fact that 
Islamic banking in India is emerging as a political and social issue. This is primarily due 
to the fact that Islamic banking is regarded as a religious/charity system in the mindsets of 
the regulators and policy makers. The various levels of determinants, are critical for better 
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understanding and bear implications for the successful introduction of Islamic banking in 
India. 
Islamic banking system can be introduced in India by developing factual ideology about 
Islamic Banking and its operational aspects. This can be further facilitated by a 
collaborative relationship with governmental policies and regulations. Proper awareness 
creation about Islamic banking is the primary issue which needs to be focused upon. 
The government of India has recognized the need and benefits of products and services 
offered by Islamic banking to the large untapped Muslim population. Several initiatives 
were introduced to foster compatibility of the features like nomenclature and requirement 
of Sharia'h certification with Indian financial system. However, these developments are in 
their nascent stage at the moment. It is challenging to analyze the potential of Indian market 
as a center for the products of Islamic banking in South East Asian. 
For the purpose of financial inclusion of Muslims as well as non-Muslims, a marketing 
plan is required by the Islamic banks to offer modified banking products on the principles 
of Islamic banking. The issues of legal and regulatory factors need to be handled with care 
and proper gelling is required between the features of Islamic banking products and current 
financial regulations in India. In order to make Interest-free Islamic banking a reality in 
India, a multi-dimensional plan of action is required. This action plan should comprise of 
awareness campaign, intervention of regulators, political will, development of 
knowledgeable manpower, financial inclusion and support to the efforts undertaken by 
various individuals and institutions. 
6.1.2 Conclusions Based on Consumer's Attitude towards Islamic Banking 
Findings from this study show that the attitude of Indian customers can be classified into 
four dimension i.e. ideology of Islamic banking, awareness about features of Islamic 
banking, knowledge about benefits of Islamic banking and prospects of Islamic banking. 
Therefore, these factors should be considered by the Islamic banks in formulating suitable 
marketing and operational strategies. A statistical validation of five null hypotheses 
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concludes that demographic variables like religion, age, education and occupation exert an 
influence in shaping the attitude of the customers towards Islamic banking. 
The results also shows a positive attitude of the respondents which is an encouraging sign 
for the business of Islamic banks in India. This fact is supported by the responses obtained 
from the Muslim and non-Muslim consumers. The findings of the present study that people 
are generally less aware about the features of Islamic banking, but have a positive attitude 
towards the concept of Islamic banking are in Iine with previous studies by Omer (1992) 
and Gerrard and Cunningham (1997). This finding however is deviating from the findings 
of Erol and El-Bdour (1989) and Bley and Kuehn (2004) as these researcher have 
concluded that those people aware of features of Islamic banking share positive attitude 
towards it. This is due to the fact that studies conducted by Erol and El-Bdour (1989) and 
Bley and Kuehn (2004) conducted their studies in Islamic nations like Jordan and Qatar 
with a Muslims majority. Whereas Omer (1992) and Gerrard and Cunningham (1997) 
conducted their study in United Kingdom and Singapore where Muslims are in a minority. 
Thus, the studies by Omer (1992) and Gerrard and Cunningham (1997) have a close 
resemblance with the present study in India, where Muslims are in a minority. Similarities 
in the findings of this study with the studies conducted in Singapore and United Kingdom 
imply that the model adopted for the introduction of Islamic banking in these countries 
may also be adopted in India. For example opening of special Islamic banking windows in 
the existing commercial banks by accommodating some minor regulatory changes. 
The results of the study indicate that there is an increasing demand for the products and 
services of the Islamic banking. Presently, the customers are aware of various options of 
investment and are capable to handle their financial requirements in compliance with their 
religious faith. It is an opportunity for the financial  institutions of India to market the 
products of Islamic banking by developing a business relationship with the Muslims as 
well as the non-Muslim community. However an in-depth causal study is required to 
establish relationship between offerings and the demand patterns in context of dynamic 
business scenario. 
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It has to be kept in mind that "Islam is religion and a culture, lived differently in various 
areas of the world" and "efforts to target these customers are necessarily contingent on 
geographic location and context" (Walker, et al. 2007). Therefore it is not reasonable to 
conclude from the success of Islamic banking in one country that the same approach of 
Islamic banking will be successful in all other countries. 
6.2 Recommendations 
Research findings are helpful in gaining an insight into the research outcome and thus 
recommending specific actions needed for Islamic banking. They are presented below: 
I. Ideology has been found as the most important driving force for Islamic baking in 
India. It is necessary to educate people about the concept of Islamic banking. Consumers' 
awareness programs and informative seminars should be organized, so that the larger 
audience is made aware of the benefits of Islamic banking products. This can only be 
catered through consumers' awareness programs & campaigns. 
II. Creating proper awareness and knowledge programs would help people to 
understand the operations of Islamic banking products and services. This knowledge will 
remove a lot of doubts and challenges owing to the Islamic banking and help consumers to 
be more involved in the field of Islamic banking. 
III. Government should make way for the full-fledged operationalization of Islamic 
banking by removing hurdles in the path of Islamic banking in India. It is a banking system 
which is likely to fully sanitize the banking sector and also reduce the socio-economic 
problems bedeviling the sector in India. Islamic banking will also contribute significantly 
to the overall development of the country by introducing micro credit schemes aimed at 
improving different communities, thereby drastically reducing unemployment rates. 
IV. Nomenclature of Islamic banking remains a point of concern for regulators and 
policy makers. A proper Indian name can be given to terminology of Islamic banking 
system. As most of the terms in Islamic banking are derived from Arabic sources, hence in 
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a non-Arabic speaking country like India. It may pose difficulty in customers' familiarity 
and recall of products. It may also hinder word-of-mouth publicity by the customers. Name 
should be given according to the secular character of India. Countries like Turkey, U.K. 
had adopted similar kind of names. Names may be like Bhartiya interest free bank, Samajik 
Banking, Social Banking Ethical Banking, Participatory Banking, Moral Banking, etc. 
V. All the four dimensions of the consumer's attitude are equally important and need 
strategic handling by the marketers. Across all demographic groups, prospects of Islamic 
banking as a dimension of consumer attitude scores high, it is required to stimulate the 
other dimensions, Ideology of Islamic banking, Awareness about features and knowledge 
about benefits of Islamic banking. 
VI. A large number of consumers has shown readiness to open an account in an Islamic 
bank and they are not going to withdraw their money even if an Islamic bank does not 
distribute any profit for one year. This segment needs to be targeted even before the 
introduction of Islamic banking in India as this segment may help in pressurizing the 
government to come up with the necessary changes in the legislation for the introduction 
of Islamic banking in India. 
VII. Most non-Muslims (and some Muslims) have this notion that there are only 
cosmetic differences between the conventional and Islamic banking system. Most of them 
belief that interest rate charge by the conventional banks is repacked as profit rate in Islamic 
banking. This shallow understanding overlooks the fact that Islamic banking emphasizes 
justice in financial transactions. Justice is a highly-regarded value in Islam as well as in 
other religions. 
VIII. Islamic Banking offers an alternative paradigm for millions of needy people 
currently not catered by the conventional banking system. In order to provide access to 
sustainable services offered by Islamic banks on a large scale, it is imperative for the 
industry to adopt innovative and sound practices and prove that these models work. 
IX. Islamic banks have to provide high level of customer services in comparison to the 
services offered by the commercial banks so that customer shifting from conventional to 
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Islamic bank maintain the same level of satisfaction. It is imperative for Islamic banks to 
maintain high standards of service quality. Effective management practices can turn a 
dissatisfied customer making a repeat purchase. Online banking services, faster transaction 
system and efficient counter management can add value to everyday volume of transactions 
and simultaneously increase customer satisfaction. Islamic bankers are therefore, forced to 
introduce efficient services both externally and internally alongside the religious belief. 
Customers not only want their money growing without Riba but also want the security, 
faster transfer and convenience. 
X. Undoubtedly, under the present regulatory framework, Islamic banking is not 
possible in India. It has to be noted that Islamic banking is introduced without substantial 
changes in the financial regulations of other multicultural countries. In a large number of 
countries legislative changes in their banking and taxation law system without using 
religious terms Sharia'h or Islamic in their legislation have been made. 
XI. Profitability as well as religious principles remain at the heart of people's 
preference for Islamic banks. This indicates that the banks should remain highly dedicated 
to Islamic principles. Introduction of any products/service (particularly the ones that have 
a fixed amount of profit upfront instead of a ratio of profit sharing) that may have 
substantial similarity with the traditional banking products/services should be thoroughly 
explained on the basis on Islamic principles and should be checked for consumers' 
adaption. 
XII. Islamic banks must endure their efforts to integrate the spirit of Islam with effective 
governance and social development activities. To survive against competition and earn 
respectable return for the owners and depositors, Islamic banks must design customer 
friendly, technologically assisted products and conduct wide spread distribution of the 
product from different branches both in rural and urban areas. 
XIII. On its own part, government can allow some public sector banks to come out with 
a scheme under which, instead of paying interest to its depositors, it will agree to share 
profits earned out of actual investments in activities like trading in equities, financing 
infrastructural projects and other core business activities. Some filtering may be required 
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in these sectors to keep out segments like financial companies, vulgar entertainment, 
tobacco, etc.; but there would still be a huge basket of investment opportunities Ieft. BSE 
500 has the highest number companies which qualify on strict Islamic finance parameters. 
Banks can freely invest in these securities and earn substantial profits, 
6.3 Implications 
The importance of this study can be viewed from two dimensions: theoretical contributions 
and practical implications. Theoretically, the study fills an important gap in the literature 
about Islamic banking in India. Therefore, the findings of this study can add to the existing 
body of the literature and can serve as a starting point on which future studies can be built. 
On the practical side, this study can help the bankers to identify the major factors which 
may shape the future strategies of Islamic banking in India. The study gives an idea about 
the challenges and opportunities for Islamic banking in India. Determinants of Islamic 
banking in India and influence of consumers' demographics on various dimensions of 
consumer's attitude towards Islamic banking are also adequately dealt with. Additionally, 
it also provides an insight into investors' aptitude towards Islamic banking. Such 
information should be of some help to the marketers in devising appropriate marketing 
strategies. 
6.3.1. Academic Implications 
• Determinants of Islamic banking in India listed out by this study will help 
researchers in deciding key areas for future research. 
• This study has given four dimensions for measuring the attitude of consumers 
towards Islamic banking. 
• The study has provided an instrument for the measurement of customers' attitude 
towards Islamic banking for subsequent studies in this field. 
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6.3.2. Social Implications 
• Ideology has been found as the single most important determinant to focus by the 
supporters of Islamic banking in India. 
• Financial inclusion is found to be at top level of the model which implies that by 
introducing and successfully operating Islamic banks in India, the financially marginalized 
class could be brought into the financial mainstream. 
• The study shows that Muslims are slightly more inclined towards Islamic Banking 
as it is in line with their religious belief but other communities are not far behind. For some 
dimensions of attitude towards Islamic banking, non-Muslims views are more favorable 
for the introduction of Islamic banking in India. 
• The attitude towards Islamic Banking is influenced greatly by educational 
qualification of consumer. It is shown through the present study that consumers who are 
educationally more qualified have a more positive attitude towards Islamic banking. Even 
though certain educational programs are already available, there is a need to take further 
steps towards creating more awareness among the consumers. The marketers can educate 
the investors by organizing some programs like seminars, and workshops to educate the 
customers about Islamic banking. Such programs should focus more on those who do not 
have a formal education in finance or are less educated. All of these will certainly improve 
their knowledge and help them make well informed decisions. 
• Ideology has the highest driving power and lowest dependence; hence it appears at 
the bottom level of ISM hierarchy. Since Islamic banking is routed through lawmakers and 
regulators, marketers should focus on this aspect in developing appropriate strategies so 
that benefits of Islamic banking can be distributed equally among all the stakeholders. 
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6.3.3. Managerial Implications 
• The driver- dependence diagram (Fig. 4.1) gives some valuable insights about the 
relative importance and the interdependences among the determinants. The marketing 
managers can get better insights of these determinants, so that they can proactively deal 
with these determinants. 
• ISM model developed in this study explains the hierarchy and interaction among 
the determinants is likely to help marketers of Islamic banking in India in prioritizing their 
marketing related activities. 
• Sharia'h certification, marketing of the products, manpower requirement, and 
modification in existing products are important determinants but need focus at later stages. 
Initially ideological, political, social and global development are the most important ones. 
• Findings implies that consumers' segmentation on the basis of religion is not 
advisable in the case of introducing Islamic bank in India. Analysis shows that there are 
not much difference in the mean value acquired by the respondents of different religions. 
• The study shows that males and females do not have significantly different attitude 
towards Islamic banking, although females are slightly more inclined towards Islamic 
banking. The marketers or advisors can focus more on other demographic factors than 
gender of the consumers. 
• It has been found that young consumer are very optimistic about Islamic banking 
in India. This implies that generation Y' can be a prospective customer of Islamic banking. 
Marketers should focus on offering different products for different age groups. 
• The present study shows that high income group consumers have a higher positive 
attitude than those with less income. The marketer can tap high income individual by 
1  Generation Y, also known as the Millennial Generation, is the demographic cohort following Generation 
X. There are no precise dates for when Generation Y starts and ends. Commentators use beginning birth dates 
from the early 1980s to the early 2000s. 
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offering them customized products. Consumers' segmentation on the basis of income is 
very common for financial products. 
• Consumers from different type of cities have shown different attitude towards 
Islamic banking. Most of the NRI customers are living in countries where Islamic banking 
is operational. Hence they are already aware of working of Islamic banks. There is not 
much attitudinal difference between people living in metros and class A cities with respect 
to Islamic banking. 
• The present has study found that a large segment of Muslims as well as good 
number of non-Muslim customers are ready to open their account in an Islamic bank 
immediately after its introduction in India. It implies that getting a good customer base is 
not a big deal for Islamic banks in India. All that is needed is to retain them which will 
further increase the customer base of Islamic banks through positive word of mouth. 
• People already have faith in Islamic banking system as the study shows that a 
majority will not with draw their money in case of non-distribution of profit by an Islamic 
bank. This indicates that Islamic banks, can take risk and can invest in long term profit 
making ventures. 
• Muslim customer are ready to pay some premium for dealing with Islamic banking 
system. Maintaining the rates at par with the existing commercial banking system will even 
attract a good number of non-Muslim customers. 
• The study has also found that investors belonging to different occupations show 
different attitude towards Islamic banking. Consumers who are working in government 
setup have expressed less positive attitude but are very optimistic about introduction of 
Islamic banking in India. This indicates that such customers need to be educated more 
about the Islamic banking system. The marketers should take proper steps to educate these 
groups. Market demand for the Islamic banking products need to be created and served. 
Market development and factual awareness programs should be made a part of strategic 
planning. 
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Chapter 7 
LIMITATIONS AND DIRECTIONS 
FOR FUTURE RESEARCH 
Chapter Overview 
	
7.1 	Limitations 
7.2 	Directions for Future Research 
Limitations and Direction for Future Research 
Chapter Overview 
This chapter presents an overview of the limitations faced by the researcher during various 
stages of the research. Directions for future researchers have also been discussed. 
7.1 Limitations 
All studies have some limitations and the present study is no exception. In the following 
section the limitations faced by the researcher are being mentioned. The sole purpose for 
mentioning them here is that the readers of this study may bear in mind these limitations 
and future researchers may try to minimize these limitations in their studies. 
• Limitations of time, funds and willingness of the respondents dictated that the sample 
could not be larger than the present one. Although this limits the generalizability of 
results, it is believed that it represents a necessary and economical first step in 
identifying useful concepts and relationships which could be later tested in more 
elaborate research designs and representative samples. 
• There is a lack of extensive prior research in this field in India. This limitation 
affected the present research as there did not appear to be a strong foundation upon 
which this research could be built. 
• India being a multilingual, multi religious and multi-regional country, and the sample 
drawn may not be representative of the entire population and therefore, generalization 
warrants a cautious approach. The findings cannot be generalized to the whole 
country owing to its diversity in socio-cultural and socio-economic setup. 
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• The twelve determinants of Islamic banking were identified on the basis of extant 
literature and experts' opinion. If more literature is searched and a new set of experts 
is interviewed, perhaps more determinants of Islamic banking in India can be 
identified. 
• Purposive sampling places restrictions on the generalizability- though not necessarily 
on the applicability of findings. Specifically, the external validity of the findings is 
limited by the fact that the sample was a convenience sample. 
• The study is limited by the constructs measured. The fact that all surveys were applied 
with the same polarity of the response scales might have also generated or 
strengthened a one-sided response effect. A self-report questionnaire was the primary 
measurement instrument, although every respondent received the same examples as 
part of the instructions for the survey, their imaginary processes may have led to 
different interpretations of the proposed collaborations, possibly creating inconsistent 
results. 
• It is always a problem to get an enthusiastic response. There were not many willing 
participants; lack of cooperation remains an aberration in most of the survey based 
researches. The same was observed in the present study. Respondents had excuses 
like lack of time, disinterest, unwillingness to answer and some appeared reluctant to 
participate for reasons unrevealed. 
• Respondents might have given strategic answers i.e. they may have answered in a 
way which they feel might influence the outcome of the study to their benefit. 
• There may be a fundamental difference in the manner in which the respondent makes 
a hypothetical decision as compared to an actual decision which one may need to take 
later, when Islamic banking is actually introduced in India. 
• There is every possibility of respondent's bias due to the conservative social norms 
prevalent in India. The respondents might have given socially desirable answers. 
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• Respondents might not have taken the tolerance level of rates for lending and 
borrowing question seriously, since they do not have to deal with the stated rates. 
7.2 Directions for Future Research 
Islamic banking being in its nascent stage in India, the scope for further research is 
enormous. As a natural sequel to this study it is desirable that future studies may be 
undertaken on the foundations of the present research. Based on the insights gained from 
the present research and the limitations faced by the researcher, an attempt is made to detail 
out some of the areas in which future research can be done, but this list is by no means 
exhaustive. 
• Further research is recommended in several areas. First, a follow-up study should be 
conducted to confirm the results of the present study. 
• Additional studies could also expand the geographic coverage in data collection 
because residents in other parts of the country may have different opinions and 
attitude with respect to Islamic banking, 
• The highly competitive nature of the industry and pace of changes necessitate regular 
research in this area so that the stakeholders can feel the pulse of the market. 
Therefore regular research may be necessary to incorporate other new determinants 
not included in this study. The model proposed in the present research needs to be 
further tested utilizing more determinants. 
• Probabilistic sampling design, such as geographical cluster and random sampling, 
could be considered for future research. 
• Research on the subject needs to be conducted taking into consideration not only 
banking products but also other financial product categories as well. Efforts should 
be made to replicate the study in the other financial sectors keeping in mind the 
tremendous growth potential in this field. 
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• The present study is an exploratory one which has a limited scope with respect to its 
contribution to theory and practice. The researcher strongly feels a pressing need to 
conduct descriptive research on consumer attitude towards Islamic banking in the 
Indian context. 
• Aspiring researchers may replicate this study in other countries and culture on 
respondents with varied demographic backgrounds to validate the findings of the 
present study so as to improve the generalizability. While this study could serve as a 
foundation for understanding customer attitudes towards Islamic banking, it would 
be necessary to carry out local studies using the scale developed for gauging the 
cultural and demographic differences in customer attitude towards Islamic banking. 
• Another area which should be considered by future researchers is a comparative study 
between conventional bank customers and Islamic bank customers. It could help them 
to understand consumers' behavior and attitude more clearly. 
It is suggested that future researchers should endeavor to further reduce the limitations 
mentioned in this study to extend and refine this research. 
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Appendix -I 
A Glossary of Islamic Terms Used in the Thesis 
Allah: Although the word Allah is often translated as "God", there are some significant 
differences between the two words. According to Islamic belief, Allah is the creator, and 
sovereign ruler of the universe. Rejected by Muslims are the ideas that Allah could have 
sons or daughters that Allah is limited in any sense and that humans could have the 
capability of understanding or being on the same plane of being with Allah. Because the 
word Allah is distinctive to the Islamic religion, this term will be used to refer to the idea 
of deity. (However Allah is believed by Muslims to be the same God worshipped by 
Christians and Jews). 
Fatwa: Response on a point of Islamic Shariah, issued by a Muslim scholar or a Faqih. 
Fiqh: Fiqh means literally "understanding, or comprehension". From the legislative 
viewpoint it refers to the science of Muslim Jurisprudence. Fiqh does not include matters 
of faith and morality (alahkam al'itigadiya wl-akhlagiyyah). It covers only the practical 
decrees (alahkam al a'malyyah) which relate to human conduct (mua'malat) e.g., 
commerce, family law, international relations ... etc. and religious rituals (Ibadat) i.e. 
prayer, fasting, Zakah and pilgrimage. The science which provides the principles used to 
derive the decrees offiqh is called usul al-flgh (the roots of flgh). 
Halal: Refers to anything permitted by the Shariah. 
Haram: Refers to anything prohibited by the Shariah. 
Ijma': Ijma' is the third source of Islamic Shariah though its position is secondary when 
compared to the Quran and the Sunnah. In Juristic terminology it is defined as the 
consensus of the opinion of all Muslim Jurists on a particular question of Shariah within 
the limits warranted by the Quran and the Sunnah. 
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Ijtihad: Ijtihad is a particular type of academic research and intellectual effort within the 
legislative process which makes the legal system of Islam dynamic and makes possible its 
development and evolution in changing circumstances. Literally the word Ijtihad means to 
put in the maximum effort in performing ajob', but technically it signifies maximum effort 
to deduct the decree of Islam in a given problem or issue for which no provision is found 
in the Quran or the Sunnah. 
The Islamic State: By Islamic State is meant the real Muslim state which serves obedience 
to Allah and submission to his orders through proclaiming and promulgating the Shariah 
as its fundamental law. In the present day Muslim Societies, the Shariah governs only 
personal matters without controlling the cultural and the socio political life of the Ummah. 
Thus none of the states within the Muslim world can be called an Islamic State' nor can 
the economy of any be called an Islamic economy. Hence, in this study the word Muslim 
will be used to refer to those un-Islamic states i.e. "Muslim States" or prima facie Muslim 
which constitute the 'Muslim World'. 
Prophet Muhammad: Muhammad is Allah's Envoy to the Arabs and to mankind at large. 
He was born in 570 A.D. in Makka, received his mission in 610 A.D. and died in 632 A.D. 
in Medina. According to Islamic belief, Muhammad was a man and had no claims to 
divinity. He is special to Muslims because he is believed to have been the last of the 
prophets sent by Allah to guide man to the right path - the first having been Adam. 
Qiyas (analogy): Qiyas is a systematicized process of deduction by analogy relating to a 
Shariah question; it does not fall within the text of the Quran, the Sunnah or the Jima, but 
does fall within their domain i. e. which is not explicitly dealt with in the Quran or Sunnah, 
however these contain similar cases from which an analogy may be drawn. 
Quran: The Quran is the original, primary, basic and most fundamental source of the 
Islamic Shariah. A fundamental belief of Islam is that the Quran is the Iast Book of Allah, 
which was revealed in its entirety as the infallible words of Allah. For Muslims, 
Muhammad was not the author of the words, but only the transmitter. This is important to 
1 The Islamic Republic of Iran is the only exception which proclaims the Sharia'h as its only and 
fundamental Iaw. 
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remember when examining Islamic belief concerning interest (Riba). The Quran consists 
of 30 parts (Ajza9, 114 chapters (Swan Singl. Surah) and 6,666 verses (Ayat, Sing!. Ayah). 
There are a number of translations into various languages which are considered as merely 
giving a "meaning" of the Quran rather than being a literal text as in Arabic. In all 
references to the Quran in the text (e.g. 1:2) the first number refers to the Surah and the 
Second to the ayah or verse. 
Sharia'h: It is the sacred law of Islam. It consists of the set of injunctions (ahkam), 
which Allah revealed to his servants whether through the Quran or the Sunnah. 
Sunnah: It is the second most important source of the Islamic Shariah. It refers to the 
prophet's sayings and deeds and those of his Companions said in his presence or he had 
knowledge of and which he did not disapprove of. It is closely related to the word hadith 
(Pl. ahadith) which means the narration of the life of the Prophet. The two words Sunnah 
and hadith are often used interchangeably. In this study, hadith will be used in order to 
refer to a particular saying of the prophet, while Sunnah will be used to refer to a pattern 
of life and thought which is based upon hadith. 
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Appendix -II 
Questionnaire 
Dear respondent, 
You have been chosen to participate in this academic survey. Since your name will not be asked, be very 
frank in your responses. Your cooperation in this regard is highly solicited. Thank you for your cooperation: 
Islamic Banking: It is an interest free banking system growing exponentially worldwide. I request 
you to give your opinion which will help me in my research on Islamic Banking. 
Mark your responses (J) in appropriate column against the statements given below on five point scale as 
explained below. 
(1) Strongly Disagree, (2) Disagree, (3)neither Agree nor Disagree, (4) Agree, (5) Strongly Agree. 
S.  No. Statements 1 2 3 4 5 
1  Islamic banking is a banking system for people of all 
faiths/religions. 
2 In practice Islamic banking is different from conventional banking. 
3 Islamic banking is strictly based on risk sharing model. 
4 Islamic banking is based on Sharia (Islamic Laws). 
5  Principles of Islamic banking are at par with the principles of 
modern finance. 
6  Islamic banking provides a solution to contemporary financial 
problems, 
7  Financing on the basis of profit-loss-sharing between the lender 
and the borrower will be advantageous to both. 
8 Islamic banking solves the problems related to loan recovery. 
9  If more branches of Islamic banking institutions open up throughout 
India, more people will utilize the services provided by these banks. 
10 
Islamic banking addresses socio economic issues like suicides 
committed by marginal farmers. 
Govt. should immediately allow Islamic banks to operate in India in 
11 order to mobilize funds from the liquidity rich middle eastern 
countries. 
12 Islamic banking has a bright future in India. 
13 
Islamic banking restricts the uncontrolled expansion of financial 
markets. 
14 
Islamic banking institutions encourage the development of new 
financial products and services. 
15 Investments are more secure in Islamic banks. 
16 Financial matters and religion are inseparable. 
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17 Islamic banking is expected to generate stable returns on my 
investments. 
If I put my money in Islamic banks, I am contended that my money 
18 will not be invested in unethical ventures like Alcohol, Gambling, 
etc. 
19 
Islamic banks are more regulated form of banking as they are 
governed by regulatory bodies as well as by Shariah boards. 
Successful implementation of Islamic banking in countries like 
20 Malaysia, Singapore, UK, Indonesia, etc. indicates that it will 
successful in India too. 
21 
Introduction of Islamic banking is expected to strengthen the secular 
character of India. 
22 Opposition of Islamic banking in India by some groups is only for 
political reasons. 
23) If an Islamic Bank opens its branch in India what will be your reaction to it? 
a) Open an account immediately with such type of bank. 
b) Wait for market response and open an account with such a bank if it is providing more benefits 
than existing commercial banks 
c) Will continue banking with the traditional commercial banks. 
d) Can't say 
24) The reasons which motivate people to deposit their money in Islamic bank are: 
a) Religious reason solely 	 c) Religious and profitability reasons combined 
b) Profitability reason solely d) Can't say 
25) In case an Islamic bank announced that it had no profit to distribute on investment and savings deposits 
for any one year and if you were a depositor with this bank, would you: 
a) Keep the deposit at the same or a different Islamic bank, because placing the deposit with a non-
Islamic bank contravenes Islamic principles 
b) Withdraw all deposits at once and switch them to one or more banks which guarantee a return 
c) Remain a depositor at the Islamic bank because it could distribute high profits in subsequent years 
d) Consult relatives and colleagues and then decide what to do 
e) Can't Say 
1) If Islamic banking is available, you will agree to patronize the system if the return on investment 
offered by the bank for deposits is at least .................. 
a) Greater than 20% more than what is being offered by other commercial banks. 
b) Up to 20% more than what is being offered by other commercial banks. 
c) At par with what is being offered by other commercial banks. 
d) Up to 20% less than what is being offered by other commercial banks. 
e) Even more than 20% less than what is being offered by other commercial banks. 
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26) If Islamic banking is available, you will agree to patronize the system if the rate charged by the bank 
forIoans is at the most ......................... 
a) More than 20% less than what is being offered by other commercial banks. 
b) Up to 20% less than what is being offered by other commercial banks. 
c) At par with what is being offered by other commercial banks. 
d) Up to 20% more than what is being offered by other commercial banks. 
e) Even more than 20% greater than what is being offered by other commercial banks. 
27) Would you suggest your friends to switch over to Islamic banks from the conventional 	
❑  Yes ❑  No 
banking? 
Please provide the following information about yourself: 
29. Gender 
❑ Male ❑  Female 
30. Age (in years) 
❑ Below 25 ❑  25 to 35 ❑  36 to50 ❑  Above 50 
31. Occupation 
❑ Government Service, ❑  Private Service 0 Self-employed and Business ❑  Any other 
32. Educational background 
❑ Less than Graduation ❑  Graduation/Post graduation ❑  M. Phil. /Ph.D. 
❑ Professional Qualification ❑  Religious Education 
33. Religion 
❑ Hindu ❑  Muslim 0 Christian ❑  Sikh ❑  Other 
34. Monthly Income 
❑Less than 25000 ❑  25k to 50k ❑  51K to 75K ❑  Above 75K 
35. Present resident 
❑ NRI 
❑ Metro Cities (Delhi, Mumbai, Hyderabad, Chennai, Bangluru, Kolkata) 
❑ Class A cities (Lucknow, Aligarh, Kanpur, Patna etc.) 
❑ Other Cities 
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Abstract 
Purpose: India is u home is the second brgest Muslim population in Ik world, II is agaally crucial to undersknd 
Iheattitudeofnon-Muslimpopulation towards the inteeesl free bankingin India. Tire finasdesirousaf entering into 
this nascent field in India are required to kmw the aspirations and motivations of both Muslims and na•Mdslfors 
wiJ~respecttoimerestfreeba aS.ForaIargcwmbcmfMusliainteresIfreebaekingmaybeama&ofadhering 
to their faith, but for the non•Moshm customers it Is to address real issues like security, risk minimitauon, 
profitability, etc. 
Dasisda ethoddogylapproach: The present study is an she 	to understarwd the peeception of Indian customrus 
towards Islamic banking. Fortkspurpose, a representative mplt 01`259 respondents is sruveyedniit6ibe help of 
a stmdured questionnaire developed thrUus purpose, 
Findings:Ithasbeenthsndihut±ereacdifferencesinIheattitudeofMuslimsandnan•Muslims onerds]sonic 
banking Surpoisingly both groups haw a simitaf perception about the institutions 0f Islamic Nanking. Findings of 
the study reveal that the atritude of Indian customers can be classifkii into factors IN ao-arnre ideology, 
imptem itatitg featores sad imtitutions, Therefore, Beth factors dauld be considered seriously by the Islamic 
banks indesigning theumaaketo~strateg es 
&larchfimifatianfluupliralioa:Disisasurveybasedstudy.HoneareptsenWivesampleisman ator .DLe 
cane has be 	keaton 	asuplesizeoulsith ia rupr 	oftheppalatiasih000vanahigeseanp1e sire 
shall lead I0 bolter resuIts, 
PracticalimpGralons;llisStui eanbelpdeasionmakerstoiderditythemajorfadorsthatmayshapedueattilude 
Indian customers towards tllamio bank, Ibis should also be of some help to The nsanaganrutaf c nuuerdal backs 
in den slag appropriale marketing so 	rs far reaching and attracting young customers. 
Originliiylvaloc; The originality of this study lies in the fact that it ire pioneering study in the Indian context 
cinch brings out the attitudinal differences between Muslims and oon.Muslirm with respect to Idamii banking. 
Further, the classification of aaitude of lediasi cuatamers iota factors Eke awareness, ideology, implementation, 
features and ir~putions adds to the originality of the swdy. Both Ikea aspxts of this study add value m the existing 
literature in the hell of Islamic banking. 
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Introduction 
Islamic banking is fast emerging as an alternative financial system in the warld 71sis phenomenon has 
cc coed exponential growth in last two decades (1990.2000 & 2000.2010 The recent global financial 
crisis and its impact on the conventional banking have fudher given impetus to the concept of Islamic 
banking as an alternative system of banking, The concept of intcrest•fsee financing was practiced by 
Arabs prior to the advent of Islam, and was later adapted by Muslims as an acceptable form of trade 
f naacing, Though the system of interest in financing has been used on a small scale for centtnies, its 
commercial application bogan in the 1970s (Maser and Moutinho, 1997), 
Islamic banking refers to a system of banding or banking activity that is consistent with the 
principles of Islattic law (Shatia'h) to cred to as dqh muamslat (Islamic rules on aansaettians), and guided 
by Islamic econoanics, Islanac backingis otenthought to be frncingtheneedsoftheMuslim community 
alone, butices notion as it will beaten, is Far from thereality, With the rapid growth oftho global economy 
along wig the economic expansion lath 	c couanies, interest fie bsnkiag is evohfng to playa vital 
role in today's global village. Islamic banking in the Middle Eastern countries has witnessed exponential 
growth in the past few years, Despite the global economic slowdown, the Islamic banking industry has 
been costiaucuslygmwisg in double digits. The Islamic banking sector is gradually building momentum 
and papudatity around the world, and is expected to lead the re-emergence of the overall global financial 
industry over the neat Csve years, 
Some of the features of Islamic investments have always held an appeal for the nna.Mmlim 
investors.Ismaybe art ibutableto thefactthatIslamicfunds andinvestors screenoutthosecompanics 
which take part is activities that are con idered unethical by the sharia'h. According to the Islamic law 
the companies that are overleveraged or rely too heavily on accounts receivable are screened out which 
may appeal to a large number of noa•Muslim investors who are concerned with issues of accountability 
and social responsibiity. In the words of Steven Amos, bead of marketing the ls1aruic Bank of Britain, 
"Om core business will always be Muslims, but the numbers of non.tfuslims are really picking up. 
We'vehad massive interest' andthat'sdawn too nnanl>erof reasons, all of which havekept us insulated 
from the credit rnmch';' 
Iadiais reported by the World Bunkas thesecond largest growing ecaaamy of the world The 
Indian economy entered a now growth phase since 2003 with an average growth rate of 8,6 per cent  
compared to an average growth rate of 5.7 per cent in the decade between 1993.94 and 2002.03. Since 
the second quarter of 2008-09, however, there has been a deceleration m growth reflecting the effects of 
global economic slowdown. The GDP gtoath in 2010.11 was 8.5 per cent (The Economic Times May 
31", 2011). India with the largest Muslim population in the world is one of the biggest and untouched 
markets for Islamic banking and Sharia'h compliant financial services, Islamic finance has debuted in 
the Indian republic in the farm of Shotia'h compliant equities, commodities and mutual funds There are 
some Sharia'h friendly insurance products also available lathe Indian financial market. 
In India, lamaat•E-Islami Rude started the practice of interest in loans in [968 (Erol and El. 
Bdour, 1989). In the year 2008 Kerala became the first Indian state to permit the NBFCs (Non•Bankiag 
Fioanela! Companies) to opemt according to Islamicprineiples, TASIS (Tagwaa Advisory AndShoria'h 
Investment Solutions Pot, Ltd,) launched the first Shmia'b index in BSE (Bombay Stock Exchange) in 
December2010. BSEhas the latgestnumberof Shatia'hCompliant companies in theworld, in factmore 
than the whole of Middle East and Pakistan. There are many Sharia'h compliant brokerage houses in 
India lie Parsoli and Idafa investrnents, There are may other Sharia'h compliant products like Taurus, 
Secura, NSE o-commodities,etc. Sharia'h friendly products are also being offered by Reliance Capitals 
and Bajaj Allan', 
The Reserve Bank of India is also seeking approval from the government no as to allow the 
establishment of the first Islamic bank in the country, Turkey`s Bank Asya has also offered to start its 
Shsda'h compliant banking facilities in India (The Economic Times, March 22w, 201I).Many more 
nanoual and international banks are in the process of studying the Indian madcO for launching frith 
Islamic Backing productsand services butthoissue regarding fheattitudeof the Indiancustomertowards 
Islamic banking remains a punter 
Islamic banking and iodividuol consumer's atgtude 
One of the concepts often discussed by economists these days is Islamic banking, This concept applies 
Islamic teachings in ba king system, particularly related to interest free financial transactions (Carta, 
2000). There are several excelkaces in Islamic banking, which can make the banking industry survive 
even in very difficult situations (kho-inaussa, 2009), 
Erol and El,Bdour (1999) is considered to be the pionaring study of individual consumers' 
attitude towards Islamic banking. Later, Omer (l992) in the survey of three hundred Muslims in the 
United Kingdom reported ihat a high level of ignor nee prevailed among Muslims in the UK concerning 
Islamic finance principles, Metwally (1996) in a study of attitudes of Muslims in three Arabic duel• 
banking systems (Kuwait, Saudi Arabia and Egypt) towards Islamic banking reported differences in the 
patronage of Islamic and conventional banks, Huron et al, (1994) likewise highlighted the differences in 
the patronage of Islamicandconventional banksin their studyof Muslims and noa•Muslims in Malaysia 
Hatnid & Amin (2001) foatsed on the awareness of Malaysian customers towards Islamic banking 
within the context of the wider promotion of Islamic education. Surprisingly it was found that most 
Malaysians did not dif'erettiote between Islamic and conventionalbanking products and services, 
Subsequeady, Zainuddin et e!, (2004) surveyed Malaysian customers to illustrate the different 
perceptions of users and nonusers of Islamic banking setviocs. Two recent studies on the perceptions 
and understanding of Islamic finance deserve a special mention. Bley and Kuehn (2004) in a survey of 
business students' knowledge of financial aspects of Islamic and conventional banks in Shagah have 
found that Muslim students preferred Islamic banking mainly because of religious motivations, Another 
study on customer satisfaction with intetest•6ee banking and banks election criteria in Turkey by 
Okumkus (2005) has reported a moderate degree of customer satisfaction with respect to interest free 
banking, The analysis itself focused on the degree of satisfaction and anareness of customers dealing 
with Special Finance Houses of&ring Islamic banking products services. It is of strategic relevance to 
know the factors which motivate the consumer to choose Islamic bankhrg (Khoirumsss 2009). The Co. 
existence of the relationship betweeneconontic and religious prefictvaices prom that, in making decision, 
consumers wish to attain two satisfaction levels, i,e, satisfaction in the world and in the hereafter 
(Khcintnissa, 2009). 
Fundamentally, Muslims' objection on conventional banking system comes from the 
understanding that interest is equal to forbidden 'n'ba', besides the operational activities of the banking 
system, within which tm-Islamie business activities exist, These activities include the channeling of find 
to businesses concerning unlawful goods and services, the speculative activities (tnaysir), the unjust 
profit sharing for lenders and borrowers (ahola), and the uncertain contracts (gharar) (14b51, 1997). 
In Islam the act of consumption should take place within boundaries of Islamic law, In modem 
economics, the problem of choice in much dependent on individual behavior and possibly taking no 
account to the norms prevalent in the society. In Islamic economics, there is a serious ethical boundary 
imposed by' the Quinn and Sunuah (Traditions of prophet Muhammad, peace be upon him) on the 
consumer behavior (Mannan,1993). 
Metawa and Almossawi (1998) have shown that eonsmners' decision in choosing an Islamic 
bank is motivated by religious factors, where consumers emphasizotheitadherence to Islamic principles, 
Further, this decision is also motivated by thc factors ofpiofi~ families and iands, and a bank'slocation. 
Consumers choose on Islamic bank because of its quick and efficient services, its reputation, and its 
banking practices. It may be concluded that profit motive (economic factor) does exist in choosing 
Islamic banking (Erol et. al,1990).Thus, if every consumer is also considered to have economic motive 
and expecting more profit, then Islamic banking will have to compete with the conventional bank by 
offering bigher returns to (heir customers (Khoirunissa, 2009). 
A substantial literature on individual consumers attitudes towards 1slmnic financial products 
and services is already in place, especially concerning selection criteria (or patronage) and customer 
satisfnclion. However most of them are confined to limited geographical locations like Malaysia, U.K. 
and the Middle Eastern region, Relatively little work has been undatnken in the Indian perspective, 
Infonmdou on customers' characteristics and behaviors is very important for developing commercially 
viable products by the Islamic hanks, This is pioneering research in the Indian context which seeks to 
study the customer attitude towards Islamic banking. It also aims at identifying attitudinal differences 
among Indian customers primarily on the basis of religion. 
Methodology 
The main objective of this study is to explore the differences in the aahnde of Indian Muslims and Non. 
Muslims towards Islamic Banking. For this purpose, a quespamsaire consists for the mensurement of 
attitude of respondents regarding Islamie banking has been developed In the present study, relationship 
between consumer attitude towards Islamic banking and specific demographic characteristics such as 
religion,  education, age and income are examined. 
Quesrionrraire andsampfing 
Attgudc of the respondents is assessed using a structured questionnaire consists of 30 statements 
	
banking, Marketing, Consumer behavior and Finance, After they reviewed the  
classified under five broad dimensions. A five point Likert scale was used to gauge the response of the 
respondents, where 5 represented strongly agree and I represented strongly disagree, 
1) Awareness 
2)  
3) Implam eotation 
4) Features 
5) institutions 
Questionnaire pretesting was considered is a sample of 30 respondents. All comments and 
suggestions were incorporated in dw fmal version of the quxtionnaire to adequately capture the concept 
of Islamicbanking in the Indiancontextt For23 questions scaleswere scored insuchaway so thathigher 
values represented positive attitude about Islamic Bantling and for The rcnisimng 7 questions higher 
values represented negative attitude about lslanuc Banking. Therefore, reverse scaring method was used 
to analyze these questions. An online version of questionnaire was also created to collect responses 
online. Approximately 493 survey questionnaires were dismlmted among bank customers in different 
cities of North India selected on the basis of convenience, out of which a total of 259 usable 
questionnaires were retuned, Using SPSS 17, results in the for of frequency and percentage data were 
obtained. Ttest and ANOVA was used Co determine the differences in the variables of customer's attitude 
towards Islanuc basddog along with the demographic variables 
RelpabNty andVali dsry ofthe Research Instrument 
Reliability of a scale refers to bow consistent or slablo the ratings generated by the scale are likely to be 
(Malhotra, 2007), The most conuaoaly used approach to measure internal consistency of a scale is 
Cronbach's alpha (Cronbach,1951; Warner, 2008). Cmubach's alpha tends to be high if the scale items 
are highly correlated(Hair,Andersoa Tatham and Block ,1998),Accordingto Schuessier(19711ascale 
is coasderedto have gnodrnliabilityif ithas an alphavalue greater than 0,60. The overallrekability of 
the scale used in the present study has been found to be quite high with a Cronbach's alpha value of 
0,906, while individual dimension w ise Cronbach's alpha has been found to be more thou 0.6. 
The coatetst validity of the measurement instrument was assessed by eequesiing subject eapetts 
to provide feedback The expert panel included fawlty members and experts from the disciplines of  
the feedback changes were made to clarify and elirrdnete ambiguous statements. 
Exp!oratary Factor Analysis 
The results of (actor analysis were on fled by Bartlett test, and the suitability of variables for the Actor 
analysis was ratified by Kaiser•Meyer.Olkm (KMO). Testing of rouelation scale for factor mualysis, 
showed, that KMO coefficient is 0.753 therefore it is suitable for factor analysis, Value of Bartlett 
spherical criteria p is less Than 0.05, That shows that between selected variables exists statistically 
correlating ones. So, both metrics confirm that data are suitable for factor analysis (see appenditr). 
Variance table (see appendix) shows the percentage of variance explained by the extracted factors, The 
analysis extracted five factors having a percentage cumulative variance of 79.lYii.1his indicates that 
the five factor framework explained nearly 80°%variations in This study. The results of the factor loading 
are calculated and all statements having o factor loading of more than 0,4 have clubbed together, The 
high factor loading gives as an idea that no statement is dropped and hence censidercd. Factor load ng is 
0,886 for awareness, 0,695 for ideology, 0.615 for implementation, 0.879 for features and 0,696 for 
institutions (see appendix), 
Hypotheses for The Study 
Hypotheses were formulated to explore whether significant differences existed across age group, 
education, religion and occupation of the respondents with respect to awareness, ideology, 
implementation, features and instilunans of Islamic BanMng 
Results 
Sample desct lion 
Table I shows the break-up of the sample on the basis of religion, educational qualification, occupation 
and age group About 73%0 of the respondents are Muslin and renaiming 27% arc Noa.Muslims. Among 
these consumers, 26,6 °%are university graduates, 39% are private sector employees, Moreover, 55.2% 
belong to the age group of 25.35 years. 
Tablet! Smmnle Prelil 
Demographic Variables Frequency Percent 
Religion 
Muslim 189 73.0 
Nan-Muslim 70 27.0 
Total 259 100,0 
Education 	Q al 	uaGftcation 
Less than Graduation 33 12.7 
GraduationlPostgradaation 69 26.6 
M. Phil, AA, 38 14.7 
Prafcssional Qualification 60 23.2 
Madarsas Eduction 59 22.8 
Total 25r 0 
Occupation 
Government Service 93 359 
Private Service 101 39.0 
Self-em toyed and business 34 13,1 
Anyother 31 12.0 
Total 259 100.0 
Age group 
Belaw25 31 12.0 
25 to 35 112 55.2 
35 to 50 34 13,1 
Above S0 31 IN 
To 259 IOU 
Cuslourer attitude and demographics 
Customeratrttude with religion; Variations in the dimensions of customer attitude with rospect to 
religion is measured using independent sample T•test and proper inferences are drawn fiosu t' 
values 	alues obtained thus. Table 2 shows significant variations in all dimensions 
of customer attitude between Muslims and non•Muslimw In comparison to non•MusGins, Muslim 
customers have obtained sigmFknafly higher oneau values in all dimensions of attitude towards 
Islamic banking. 
Tablet; resalgofiadcpeedentsampleTtest 
Dimensions 
Mean Values 
T Sig, (11alled) 
Muslims Non-Muslims 
Awareness 4.046 2,756 14,265 0.000' 
Ideology 3.889 3.233 8.370 0.000' 
bnplementation 4.038 2,957 12.758 0,000' 
Features 3,764 3.053 10,418 0.000' 
Institutions 3,083 2,150 3.095 0.002' 
ISiorimmn9S°6mo 6cc ked 
Muslim versusNon•Musllm AIiIiud¢ cauordslslamicBanking 
Table 3 shows the mean flues obtained by the rospondeaes on the five dimcasioas of attitude 
towards Islamic banking Rhos been found that on the whole in comparison to their no n-Muslim cauoter•  
parts; Muslim customers have obtained significantly highermeanvoluesin all the dimensions of attitude 
towards Islamic banking. In order to probe deeper into the findings, the mean values an also tabulated 
across thifisroat demographic characteristics considered for the study. Across demographic 
characteristics almost a similar tread has been suet/cod i.e. Muslims have obtained high mean values as 
compared to thenou•Muslims.It is smpsisingto mate thatthe meanvalue on account of the institution, 
of Islamic banking is very low in the case of Madams educated Muslims, which may be redolent of a 
somewhat lower coavietion of Madarsa educated Muslims in the existing institutional framework for 
Islamic banking in India It has been observed that in most of the cases the mean value lies between a 
score of 3 and 4, which indicates that the overall customer attitude is fnorable towards Islamic Banking. 
Surprisingly, the non•Muslim customer who are professionally qualified, are doing private 
setvieo and are in the age bracket of 35.50 years have shown higher mean values on account of the 
institutions ofIslamic banking than Muslims in the respective demographic brackets. It may be attributed 
to their experience, better exposure to new developments in their private sector jabs and professional 
education. Fndher, the noa-Muslim customers who arc graduates and post-graduaka have shown a 
higher mean value an account of the ideology of Islamic banking than Muslims in the respective. 
demographic bracket, It maybe inferred that education, experience and exposure to new ideas broadens 
the perspective of people which makes them appreciate and accept the good things offered by other 
religions. It appears shat the educated non-Muskm customers view Islamic banking as an interest free 
banking system based on ethics, risk sharing with an in built mechanism to control the exploitation of 
the masses, Very much like the Muslims, the non•Muslims too are anxiously waiting the introduction of 
interest free banking in India. 
Customeraaii dewithOccupation 
Table $ shows that then is significant variation in the dimensions of customer attitude with 
respect to Occupation. From the mean values it may be infeired that the service class (both 
govetmnent and private service) against business class is having a positive pre•disposilion 
across all the dimensions of attitude towards Islamic banking 
Table S:ANOVA, I0ccunutunal Grnaosl 
Dimensions Mean Values For terupatiool Groups F Si 
Govt. Service Pvt Service 9usiness Others 
Awareness 3354 4,078 3,274 3.948 17,988 .000+ 
Ideology 3.494 3,821 3.411 4,333 21,444 .000' 
Implementation 3,860 3.798 2,990 4.064 15,724.000' 
Features 3,498 3.529 3.536 4.092 9.311 ,000s 
lasthotions 2.000 2236 2.720 3382 15063 ,000' 
fWMe 3: Mean Values of Customer AttitudeTowards Islamic Banking Across Demoeraohie Cbaracterutin 
of  Awareness Ideology hnpIenrcntation Features Institutions 
mphic  Motions 
 
uslim Non' Muslims Non.  Muslims Non.  Muslin NO Muslims Non- 
Muslims Muslin Muslims Martens Muslims 
Sycars 4.782 NA 3.881 N.A. 3,666 N.A. 3,540 N.A. 2.540 NA. 
years 3.982 3.000 4.157 3,240 4.203 2,853 3.885 3,045 3.593 2,520 
years 4.159 2.620 3,964 3,229 3,441 3,014 4.135 3.058 2.6011 2077, 
0years 3,412 N,A, 3,127 N.A. 4.607 NA, 3.367 N.A. 3.007 N.A. 
nest 3.693 2.739 3,600 3,303 4.238 3,171 3,716 3,102 3.150 1.727 
ice 
iesvice 4.341 2,779 3,928 3194 3,916 3,215 3,610 3,132 2,750 3.264 
played 
4,006 2.76 3.904 3,066 3,857 2,383 4,437 2,906 3.230 2.350 
tiers 
4bet 3.948 N.A. 4,333 N,A, 4.064 
u 
 NA, 4,092 NA. 3.782 N,A,
NA. 2,649 N.A, 3.020 N.A. 2,757 N.A, 2,990 NA. 2.431 
ation 
oncost 3.437 2892 3.256 3,317 4.569 3.063 3.283 3.131 3.088 2.761 
ation 
/PD. 3.766 2.666 4.296 3.333 3.629 2.666 4,385 3,115 3.334 3.000 
uu ai  3.952 2,815 4.166 3.595 4.195 3,309 4,008 3.169 3375 3.446 
caticn 
a 4.785 N.A. 3.937 N.A. 3.734 N.A. 3.650 N.A, 2.376 N.A 
Ition 
Customerattiet de withAge Groups 
ANOVA results shown in the Table 6 shown that customer attitude towards awareness, ideology, 
(The values which were not available have been indicated as a N.A) 
Curmmer aniru& with Rdscailoaal Qus44collon 
Variations in the dimensions of customer attitude with respect to education are determined usiag 
ANOVA and proper inferences are drawn from F values and significance values, It bas been found 
that there is a siguiheant variation in all dimensions of attitude with respect to educational 
qualification (Table 4). The mean values indicate that the positive attitude of the customers 
increases with their education, 
Table4,Besoltoof ANOVA(Educational Groups) 
Mean Values For Educational Groups 
Dimeusioos F Sig 
<Gradeat 11,GJP,G 13esearo Professions Madam 
h I 
2.649 3271 3.708 3.687 4.785 101.99 0,00 
Awareness 
 
5 ' 
Ideology 
3.020 3175 4,245 4.033 3.937 
S81p6  
000 
lmplementatio 2357 4.111 3.378 3,988 2.734 no 0  00 
n 
Ftahases 
2,950 2.237 4.319 
62.141 800 
Institutions 
2,431 2,989 3.506 
±UI23,00 
21,663 
0,00 , 
imFlementatign, stases andfnstitutiunsofIslamicbankingvariessignificantlyacrossagegroups. 
The mean values indicate that customer attitude towards awareness, ideology, implemattation and 
features is relatively higher for younger customers i.o. age groups of <25 years and25•35 years. It 
may be attributed to the receptiveness and curiosity of youngsters towards new ideas, 
Tahle6e Reeutis of ANOVA WeGraonc in veursC 
Dimensions 
Means For Age Groups 
F Sig, 
4S 2135 35.50 39e 
Awareness 4.782 3,763 3,315 3.414 31.209 .000' 
Ideology 881 3352 3361 3.127 21,716 ,000' 
Implementation 3.666 3.901 3.207 4.607 43,231 .000' 
Features 3,540 1697 3.544 3,367 3,089 .028' 
b>stituti005 2,540 3.287 2.756 3.007 12.825 .000s 
Conclusions 
The focus of this study is to gain insight into the attitude of Indian Muslims and nan•Muslims towards 
Islamic banking. Suitable hypotheses were formulated and tested in order togeage the variations in the 
dimensions of customer attitude towards Islamic banking across demographic characteristics, The major 
findings of the hypothesis testing me mentioned as under. 
There are significant differences in the attitude of Muslims an Pon•Muslims towards Islamic 
banking. However, both the groups have almost a sin ion attitude regarding the institutiovas of Islamic 
banking. Customer attitude towards Islamicbanksignifcantlyand  positively v rieswith the educational 
qualification of the respondents. Awareness about the Institutions of Islamic banking is relatively low 
across all sections of respondents. On the whole, the attitude of Madonna educated Muslims towards 
Islamic banking is very much similar toIhatofotherMuslimswithoutMadartaeducations, Ideologyand 
implementation about lslamic bookie nries significantly with the age groups which indicates that level 
of understanding and perceived operations of Islamic banking is di1 ncistforthedifferentagegroupsof 
Indian Muslims and noa•Muslims. There veists a high level of awareness in Muslims about Islamic 
banking concept but at the same time they are less aware about features and institutions of Islamic 
banking. 
The findings of the present study are in Ise with previous studies by Omer (1992) and Gerrard 
aid Clnun*am (1997) but deviate frann Ire findings of Erol and El•Bdour (1989) and Blcy and Kuehn 
(2004). This is may be because Erol and EI•Bdour (1989) end Bley and Kuehn (2004) conducted their 
studies in Islamic nations like lordao and Qatar with a Muslims majority, whereas Omer (1992) and 
Gerrard and Cunningham (1997) conducted their study in United Kingdom and Singapore where 
Muslims are in a minority, This, the studies by Omer (1992) and Gerrard and Cunningham (1997) are 
closer in resemblance to the Indian context which also has aMuslims minority. 
There is a clear indication that Indian customers attitude towards Islamic banking is favorable. 
Mott of the dimensions of customer attitude rewards Islamic banking vary signiftcaatly across 
demographic characteristics, However, a large number of respondents were teammo of the specific 
features and functioning of Islamic banking which may be partially attributtd to the fact that at present 
there arena Islamic banks operating in India Therefore, the biggest challenge before the fflag•bearers 
and advocates of Islamic banking is to create a general awareness about Islamic banking and its benefits 
among the masses, Further, this altematitie system of banking needs to be de•linked from religion and 
should be simply referred toas interest free banldng, 
Recommendations and Managerial Implications 
Beinga pioneering study in Indian context on customer attitude towards Islamic banking, this may serve 
a f ondation for future research endeavors on the theme of Islamic banking and fmaaco, Further, this 
study can help bank decision makers to identify the major factors that may shape the attitude of Indian 
custorners towards Islamic banks. Such information should he of immense help to the managers of 
commercial banks in devising appropriate marketing strategies for reaebiag and attracting young 
customers. 
Findings from this study show that the attitude of Indian customers can be classified into Factors 
like awareness, ideology, impleenentation, Ratures and institutions of banks. Therefor; such factors 
should be considered seriously by the Islamic banks in formulating suitable marketing strategies, It is 
increasingly being felt that descriptive studies on specific issues of customer attitude towards Islamic 
banking should he undertaken to develop insights into customer aspirations from Islamic banking. 
If Indian organizations can build eel their experience and reputation in the financial world, and 
can provide Islamic banking services in India, they can aim to gain a growing customer base of the 
Muslim population, especially those who abstain from dealing in interest based transactions of the 
tradtionalcommercial banks. Fuuthemrore, awareness about the lslamicbaudsingis foundtobe very low. 
Therefore, not only the banks but other people involved in promoting the cause of Interest free banking 
should work in the direction of creating awareness about Islamic banking through appropriate 
communication channels, In addition to academic seminars and cvnferenc s regular interactions should 
be heldbetween indoshy, government and academia inorder toreacha consensus onthe issue offermally 
introducing Islamic banking in India. Further, the general public should be made aware of the concept 
andrewards of Islamic banldnngby citingthe exaatples of countries lieMalaysia, Singapore, etc, where 
this system has been proved to be commercially viable, Islamic scholars can also play an important role 
is disseminating inf rnmation about Islamic banking among Muslim population. 
Limitations of the Study and future research directions 
This study surveyed the respondents of Nosh India only, which represents a different culture and a high 
concentration of middle class. 
This study also its Indians as a single cultural entity. While this mould be seat the macro 
level, however, cultural diferences among the Indians could bean important factor at the micro level. 
Therefore, it is necessary to carry out similar studies across different subcultures in India. 
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